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CONSTRUCTION ACTIVITY 


The Korean outbreak in the latter part of 
June came at a time when economic activity 
in the United States had reached a very high 
rate and prices were rising moderately from 
levels not much below the 1948 peaks. Pro- 
duction was at a new postwar peak with 
building activity and automobile production 
at exceptionally high levels. Demands gen- 
erally were also at advanced levels and were 
increasing. Consumers were buying auto- 


mobiles and houses in record volume. Busi- 
ness demands for inventories were expand- 
ing further, and earlier plans for expenditure 


on plant and equipment were being revised 
upward. Buying was supported in part by 
substantial expansion of credit, especially 
home mortgage and consumer instalment 
credit, and by a more active use of currency 
and bank deposits. 

New construction was in record volume, 
reflecting primarily the exceptionally high 
rate of residential building. New houses 
were being started more rapidly than those 
under construction were being completed, 
and at a rate half again as great as a year 
earlier. Demands for a wide range of con- 
struction materials were pressing on avail- 
able supplies. Reflecting increasing material 
prices and labor costs, construction costs had 
been rising since the beginning of the year. 

An important factor in the demand for 
housing was the large volume of funds avail- 
able on residential mortgages from banks 
and other lenders on exceptionally easy terms, 
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influenced in part by Government guarantee 
and insurance. A record volume of mort- 
gages on new and old properties was being 
written, and the mortgage debt outstanding 
had reached a new peak, more than twice 
as high as at the end of the war. 

During July, consumer buying expanded 
greatly and businesses substantially increased 
their orders for materials and capital equip- 
ment. Buying was financed by high and 
rising consumer and business incomes, sub- 
stantial further expansion of credit to private 
borrowers, and use of liquid assets. As a re- 
sult of heavy buying, prices advanced sharply. 
By early August basic commodity prices had 
risen 16 per cent in five weeks and all com- 
modities at wholesale had advanced 5 per 
cent, with farm products and foods up 8 per 
cent. Consumer prices, which had risen 1 
per cent in June, also advanced further in 
this period—probably at a more marked rate. 

In order to provide quickly the substantial 
volume of materials needed for national de- 
fense and to prevent demands of consumers 
and businesses, supported by private credit, 
from adding to existing inflationary pres- 
sures, the President initiated a series of 
Government actions. On July 18 he directed 
the Federal agencies concerned with real 
estate credit operations to restrict Federal 
programs affecting residential construction. 
On July 19 he requested Congress to au- 
thorize emergency powers to limit the use of 
essential materials; to regulate consumer, 
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real estate, and commodity trading credit; 
and to assure adequate financing for defense 
production and plant. Since July 24 the 


President has requested additional appropri- 
ations for various defense activities and has 
recommended higher taxes to meet the addi- 
tional Federal expenditures. 


RESTRICTION OF RESIDENTIAL CONSTRUCTION 


As a result of the President’s letters of 
July 18, the various Federal agencies con- 
cerned with residential construction and fi- 
nancing took steps to limit the availability 
of mortgage credit and to reduce the volume 
of residential construction. The President 
used his discretionary power directly to 
limit the additional insuring authority of 
the Federal Housing Administration to 650 
million dollars of the 1,250 million provided 
by the Housing Act of 1950. 

The Federal Housing Administration 
and the Veterans Administration promptly 
amended the regulations under which they 
insure or guarantee mortgage loans. Effec- 
tive July 19 these agencies recognize, for in- 
surance or guarantee of loans, a level of con- 
struction costs no higher than that prevail- 
ing on July 1. This means that increases in 
house prices reflecting costs higher than this 
level may not be included in insured or guar- 
anteed mortgages. With some exceptions 
and modifications necessary for technical 
reasons, each agency also requires that a bor- 
rower applying for insurance or guarantee of 
a loan after July 18 shall make a down pay- 
ment of at least 5 percentage points more 
than was required under the earlier regula- 
tions. Accordingly, for owner-occupants, 
minimum down payments under the Fed- 
eral programs now range from approximately 
5 per cent of property value to 25 per cent, 
depending on the program, type of borrower, 


and type of property. 
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In addition, the Federal Housing Adminis- 
tration reduced the size of the maximum 
insurable mortgage on a single-family house 
from $16,000 to $14,000 and required that, 
effective August 1, every borrower on prop- 
erty improvement loans insured under 
Title I of the National Housing Act make 
a down payment of 10 per cent of the price 
of the work. Previously, no down payment 
had been required. The Veterans Adminis- 
tration required that gratuity payments by 
the Government to veteran borrowers on 
GI home loans (the popular name for home 
mortgage loans guaranteed or insured under 
the Servicemen’s Readjustment Act) be ap- 
plied to reduction of the loan principal. Such 
gratuity payments, which are equal to 4 per 
cent of the amount of the guaranteed portion 
of the loan (but not more than $160), could 
formerly be used as the borrower chose in 
connection with payments due on the prop- 
erty. These new VA regulations apply also 
to direct loans made by the Administration 
under the Housing Act of 1950, and the 150 
million dollars authorized for such loans 
during the fiscal year 1951 will be disbursed 
in approximately equal quarterly instalments. 

The Farmers Home Administration also 
adopted the level of costs on July 1 as the 
highest to be recognized for loan purposes 
and reduced the amount of any farm build- 
ing loan it will approve. The Administration 
will now approve a farm building loan only 
if the amount of the loan, together with 
other real estate indebtedness of the bor- 
rower, does not exceed 95 per cent—rather 
than 100 per cent—of the appraised value 
of the farm. 

The Home Loan Bank System reduced 
from 50 to 30 per cent of the member’s line 
of credit the amount which a member insti- 
tution may borrow for the expansion of 
business, and restricted the amount of mort- 
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gages which a member may sell in any cal- 
endar year to 20 per cent of its holdings at 
the beginning of the year. The System also 
adopted supervisory policies designed to 
maintain members’ appraisals no higher than 
on July 1, to encourage members to restrict 
lending so that a borrower’s total debt against 
a property will not exceed 75 per cent of the 
appraised value, to restrain construction lend- 
ing, and to encourage shorter maturities and 
prepayment of mortgages. 

These restrictions apply directly only to 
financing arrangements, or commitments for 
financing, made after the effective dates of 
the actions. Construction can continue at a 
high level for several months under commit- 
ments made earlier. 

The Public Housing Administration, 
which administers Federal aid for local low- 
rent housing programs, limited to not more 
than 30,000 the number of units that may 
be started in the second half of 1950, and the 
Housing and Home Finance Agency sus- 
pended indefinitely all applications for loans 
under the Housing Act of 1950 for construc- 
tion of student and faculty housing by edu- 
cational institutions. 

Federal and State supervisors of banks and 
other lending institutions on August 4 issued 
a joint statement urging all such institutions 
to exercise special care in their lending and 
investment activities in order not to add to 
inflationary pressures. The text of this state- 
ment appears on page 947. 


ReEcENT RESIDENTIAL CONSTRUCTION AND 
MortcacE LENDING 


The record level of residential building this 
year has reflected strong desires of established 
as well as newly formed families for im- 
proved living quarters, continuation of the 
high personal incomes and wide distribution 
of liquid assets that have prevailed in recent 
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years, and the large amount of credit avail- 
able on easy terms for mortgage lending— 
both with and without Federal guarantees. 

During the first half of this year, a record 
694,000 new housing units were started, half 
again as many as in the first half of 1949 and 
one-fifth more than in the second half of that 
year. In July the number started was slightly 
above the very high level of May and June. 

Single-family houses, as shown in the 
chart, continue to account for the bulk of all 
units started. About 150,000 of the 568,000 
single-family units started in the first half of 
this year were started under FHA com- 
mitments to insure the mortgages, and a 
somewhat smaller additional number in an- 
ticipation of permanent financing with VA 
guaranteed mortgages. The remainder, per- 
haps a little more than half of the total, were 
started under other credit arrangements. 

In this same period some 450,000 newly 
completed single-family houses were sold, of 
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which roughly 50,000 appear to have been 
sold without mortgages. About half of the 
remaining units were sold with insured or 
guaranteed mortgages. 

Construction of private multi-family units, 
which has been considerably larger than in 
the first half of last year and about the same 
as in the second half, has depended to a 
greater extent on Federal mortgage pro- 
grams. About 95,000 such units were started 
in the first half of this year, more than two- 
thirds of them financed with mortgages in- 
sured by the Federal Housing Administra- 
tion under Title VI of the National Housing 
Act. Authority to accept applications for in- 
surance of mortgages on new multi-family 
units under this provision expired on March 
1, 1950. Although in some large metropoli- 
tan areas, including Chicago, Detroit, San 
Francisco, and Washington, the number of 
multi-family units started has been declining 
in recent months, the volume of such starts 
in the country as a whole could continue 
very large for some time under the substan- 
tial volume of Title VI insurance commit- 
ments still outstanding. 

As was noted above, construction of Fed- 
erally aided public housing will be limited 
in the second half of 1950 to 30,000 units, 
only 1,600 of which had been started by the 
end of July. The bulk of the public housing 
now under way has been financed, without 
Federal assistance, from State and municipal 
funds and is located in a few States, chiefly 
New York, Massachusetts, and Connecticut. 


RESIDENTIAL MortcAcE Dest 


Lending on residential real estate mort- 
gages during the first half of 1950 was at a 
new high level following the resumption of 
expansion in mid-1949. Mortgage lending 
on farms and on commercial properties such 
as stores and office buildings also increased 
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slightly, but industrial concerns continued 
to finance the major share of construction 
expenditures from retained earnings and 
other internal sources. 

New loans made on small residential prop- 
erties in the first half of 1950, shown in the 
table, are estimated at 6.6 billion dollars, 
an increase of 600 million dollars, or one- 
tenth over the last half of 1949 and more than 
one-third over the first half. About 2.4 bil- 
lion dollars appears to have been advanced 
to buyers of new houses, 2.8 billion to buyers 
of old houses, and 1.4 billion to other owners 
of 1- to 4family real estate. Almost two- 
thirds of the credit extended for the purchase 
of new houses and about one-third of that 
for the purchase of old houses was insured by 
the Federal Housing Administration or in- 
sured or guaranteed by the Veterans Admin- 
istration under the Servicemen’s Readjust- 
ment Act. 
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Residential mortgage debt outstanding has 
increased at a record rate during the past 
half year as retirement of previously con- 
tracted debt has risen much less rapidly than 
new debt has been written. At the end of 
June outstanding debt on 1- to 4family 


FeperaL Reserve BULLETIN 





CONSTRUCTION ACTIVITY 


properties, as the table shows, was estimated 
at about 40 billion dollars, an increase of 
about 3 billion since the beginning of the 
year, and more than double the amount out- 
standing at the end of the war. 

About 16.5 billion dollars of this debt, or 
more than two-fifths, is insured or guaran- 
teed by Federal agencies, VA guarantees pro- 
tecting about 8.9 billion of this amount and 
FHA insurance 7.6 billion. In the months 
ahead the amount of guaranteed and insured 
debt written will be limited by recent Federal 
actions reducing funds available and restrict- 
ing terms under which loans may be guaran- 
teed or insured. 

The increase over the past year in the 
amount of new residential loans insured or 
guaranteed by Federal agencies reflects a fur- 
ther sharp rise in GI loans this year, to- 
gether with a continued high level of FHA 
financing, as is shown on the chart. The 
rapid rise in GI loans since the spring of 1949, 
following a year and a half of steady de- 
cline, appears to be the result of several fac- 
tors. A decline during 1949 in yields on al- 
ternative investments, particularly United 
States Government securities, made the 4 
per cent rate on loans guaranteed by the VA 
relatively more attractive to investors; the 
flow of savings into financial institutions con- 
tinued large, and the supply of funds for 
mortgage investment was ample; and lend- 
ers increasingly became reconciled to the 
idea that the 4 per cent rate on GI loans 
would not soon be raised. 

Very important, too, was the nature of 
the market provided by the Federal Na- 
tional Mortgage Association. Until March 
of this year the Association, by making com- 
mitments to buy eligible mortgages, en- 
abled mortgage lenders who usually do not 
hold appreciable amounts of mortgages to 
make more loans than private investors were 
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prepared to buy. The secondary market thus 
provided has been more important in the 
expansion of GI loans than of FHA loans, 
of which the FNMA has never taken a very 
large proportion. 

The Housing Act of 1950, approved in 
April, ended the authority of FNMA to make 
commitments, and since May the Associa- 
tion by regulation has required that a loan 
made after March 1, 1950, to be eligible for 
purchase, must have been held by the lender 
for at least two months. It is uncertain, how- 
ever, when these changes will affect pur- 
chases by the Association, partly because the 
Association still had outstanding at the end 
of July about one billion dollars in undis- 
bursed commitments. Purchases are likely 
to continue large until this backlog is re- 
duced. Although sales of mortgages held by 
FNMA have increased markedly in recent 


NONFARM MORTGAGE LENDING 


MILLIONS OF COLLARS MONTHLY MILLIONS OF DOLLARS 








1400 












































i 
[Pee meee” 


a Sen 
1945 


1946 1947 


For mortgages under $20,000, data on nonfarm mortgages re- 
corded during month from Home Loan Bank Board; for GI 
home loans, loans closed under the Servicemen'’s Readjustment 
Act: October, 1946-date, from Veterans Administration; Jan- 
uary-September 1946 estimated by National Housing Agency 
from records of Veterans Administration; for FHA insured 
home loans, data on loans insured under sections 203 and 603 
of the National Housing Act as reported by Federal Housing 
Administration. Latest figures shown are for June 1950. 


939 





CONSTRUCTION 


months, they are still below purchases, and 
holdings have continued to increase. 
Holdings of real estate mortgages by both 
financial institutions and noninstitutional 
lenders have increased sharply since the mid- 
dle of 1949. In recent months lending on 
residential properties by financial institutions 
has expanded somewhat more rapidly than 
lending by noninstitutional lenders. Life in- 
surance companies continue to hold more 
real estate mortgages than any other type of 
financial institution, as is shown in the table. 
Savings and loan associations continue to be 
the most important single institutional source 
of new loans on small residential properties. 


Rear Estate Mortcace Loans Heip sy SeLectTep 
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Note.—Figures for commercial and mutual savings banks from 
Federal Deposit Insurance Corporation and Comptroller of Cur- 
rency; savings and loan association figures from Home Loan Bank 
Board; and life insurance company figures from Institute of Life 
Insurance. June 30, 1950 figures for all institutions and June 30 
figures for all years for savings and loan associations are estimated 
by Federal Reserve. 


NoNRESIDENTIAL CONSTRUCTION 


Since the spring of 1949 the volume of 
new construction, seasonally adjusted, has 
been rising steadily, reflecting for the most 
part the exceptionally rapid expansion of 
residential construction already discussed. 
The volume of private construction in the 
first half of 1950 was one-fifth larger than 
a year earlier and one-sixth larger than in 
the second half of 1949. Public construc- 
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tion as a whole was only moderately larger 
than a year ago. Construction costs, which 
declined somewhat during the spring of 
1949 and were fairly stable in the second half 
of that year, have risen steadily this year, 
and in the first six months of 1950 average 
costs were at about the same level as a 
year earlier. 

Business construction. The volume of con- 
struction for business purposes, seasonally 
adjusted, has risen almost 10 per cent since 
winter, reversing the almost continuous de- 
cline which began in the autumn of 1948. 
In the first half of this year, however, busi- 
ness construction was still substantially lower 
than a year earlier. 

The upturn this spring and summer re- 
flected the general strengthening of business 
demand and was accounted for largely by 
increased building of new manufacturing 
plants and retail stores. Increased investment 
in new plant has taken place in both durable 
and nondurable goods industries, including 
especially the automobile, machinery, chemi- 
cals, food products, and textile industries. 
Prior to the Korean outbreak the steel in- 
dustry had announced plans to expand ca- 
pacity by 6 million tons, involving some addi- 
tional plant construction, before the end of 
1952. Recent events may hasten this ex- 
pansion. 

The rise in retail store construction has 
reflected the need for shopping and other 
commercial facilities in recently developed 
residential areas, as well as the further de- 
centralization of commercial activities to 
suburban areas. Other types of commercial 
construction, such as warehouses and office 
buildings, have been in about the same vol- 
ume as a year earlier. 

Public utility construction, which accounts 
for about three-fifths of all construction by 
private business concerns, has been increasing 
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this summer, following a fairly steady decline 
from a very high level in the spring of 1949. 
The volume this year, however, is still some- 
what below that of a year ago, largely because 
of decreases in construction of communica- 
tions and railroad facilities; for electric and 
gas companies there has been little change. 

Public construction. The postwar volume 
of public construction, while substantial, has 
not been large enough to satisfy needs 
deferred in past years, together with recent 
needs generated by large additions of housing 
and business facilities. Expansion in public 
construction this year has been less rapid than 
in earlier years. 

Construction of schools and other educa- 
tional buildings has increased considerably 
and construction of hospitals, chiefly for vet- 
erans, has also continued to expand. Addi- 
tional schools, however, are still needed in 
very large volume to provide for the sharply 
increased school population. Construction 
of new streets and highways this year, while 
10 per cent larger than a year ago, is less 
than in the late thirties when there was still 
a substantial work relief program under way. 
Maintenance and repair have accounted for 
a large share of all the work done on streets 
and highways since 1945. The need for new 
and improved roads and streets is great. 

Work in most of these fields as well as in 
other types of public construction, such as 
sewage and water, rivers and harbors, and 
natural resource development, will be af- 
fected substantially by the national defense 
program. 


MATERIALS AND LABOR 


In response to the high and rising level of 
construction activity after the spring of 1949, 
output of materials and employment in con- 
struction increased, and since then have gen- 
erally continued to expand, after allow- 
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ance for seasonal influence. Beginning last 
autumn, prices of many materials advanced, 
and average wholesale prices are now higher 
than at the peak in 1948. Since the end of 
June this year, inventory buying has in- 
creased and retail sales of building materials 
have been in record volume. 

Employment in construction is about one- 
tenth larger than a year ago, and wage rates 
have continued to advance. Average hourly 
earnings in the construction industry have 
risen 6 per cent since last summer, reflecting 
some increase in overtime. Output per con- 
struction worker has also continued to in- 
crease. 

Production and supplies of materials. Out- 
put of lumber, which increased sharply last 
autumn and then declined more than season- 
ally during the winter, rose further this 
spring and summer to a level higher than at 
any time since 1929. New orders and ship- 
ments both for immediate use in building 
and for replenishment of distributors’ inven- 
tories have also been very large, however, and 
have exceeded production throughout the 
first half of this year. Stocks of lumber held 
by manufacturers have been reduced con- 
siderably below a year ago, but retail stocks 
have been rising steadily. 

Production of lumber products, including 
hardwood flooring, millwork, and plywood, 
has also risen sharply this spring and summer. 
Stocks of these items in the hands of manu- 
facturers have been drawn down appreciably 
since last summer; hardwood flooring stocks 
have been reduced by about 60 per cent and 
plywood stocks by about 25 per cent. Re- 
tail stocks of lumber products also appear to 
have been reduced. 

Output of fabricated metal products, such 
as heating apparatus, plumbing supplies, and 
cast iron soil pipe, has risen considerably this 
year, following sharp reductions in the first 
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half of 1949. Shipments of these items 
have generally exceeded production in re- 
cent months, and manufacturers’ stocks have 
consequently been reduced from the rela- 
tively high levels reached in mid-1949. Sup- 
plies of cast iron radiation are only about 
half as large as they were a year ago, and 
stocks of warm air furnaces, cast iron boil- 
ers, and bathtubs are also considerably 
smaller than last summer when they were 
accumulating in the hands of manufacturers. 

Supplies of clay products and cement have 
fluctuated much less than other construction 
materials during the postwar period. Output 
of brick, tile, clay sewer pipe, and cement 
has been fairly stable at high levels since 1947. 
Cement stocks this summer were at about 
the same level as in earlier postwar years, 
following usual seasonal declines from the 
early spring peak. 

Prices of materials. Last summer the gen- 
eral decline in prices of building materials 
and equipment, which began in the autumn 
of 1948, came to an end, and since then many 
prices have been rising steadily; others have 
shown no increase since the beginning of the 
year. This summer the area of price ad- 
vances has widened, and premium prices are 
once again being offered for materials in 
limited supply. 

By the end of July average wholesale prices 
of building materials had risen 11 per cent 
from last summer’s low point and exceeded 
the peak reached in the autumn of 1948. 
Prices of lumber have risen most sharply, 
as shown in the chart, following a steady de- 
cline for 12 months. Increases in dealer-to- 
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contractor quotations for some lumber items, 
such as hardwood flooring and millwork in 
some major cities, have been greater than the 
20 per cent rise indicated by the Bureau of 
Labor Statistics wholesale price index. 

Marked increases in prices of metals have 
been reflected in the prices of fabricated metal 
products used in building. Copper prices are 
more than one-third above their low of last 
summer, and wholesale prices of plumbing 
and heating supplies have been rising steadily 
this spring and summer. 

With supplies of cement and clay products 
generally adequate to meet demands in al- 
most all areas, cement prices have shown 
little change since last fall, while quotations 
for clay products have risen only 2 per cent 
in the last 12 months. 


WHOLESALE PRICES OF BUILDING MATERIALS 
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STATEMENT ON THE DEFENSE PRODUCTION ACT OF 1950* 








The Defense Production Act of 1950 would carry 
out the steps toward economic preparedness rec- 
ommended by the President in his message of July 
19 to the Congress. Because of the responsibilities 
which the Congress has placed upon the Board 
in the credit and monetary area, we are especially 
interested in those provisions of the bill relating 
to the guarantee of defense production loans and 
the regulation of consumer and real estate credit. 
We are, therefore, addressing this statement pri- 
marily to the reasons why we believe that these 
provisions should be promptly enacted as a part 
of the broad legislation needed to meet the present 
situation. 


GUARANTEE OF Derense Loans 


Section 301 of the bill would authorize the 
President to reinstitute a guarantee program simi- 
lar to the V-loan program operated by the Federal 
Reserve System during World War II. The pro- 
posed program would be confined to the guarantee 
by the national defense procurement agencies of 
loans made by banks and other financial institu- 
tions to contractors to finance the production of de- 
fense materials needed by the United States in the 
present emergency. This program is not to be con- 
fused with various proposals advanced in post- 
war years for the peacetime guarantee of business 
loans, 

The financing problems of contractors engaged 
in defense production, particularly where they are 
small and medium-size, are unique in character. 
The loan guarantee mechanism here proposed pro- 
vides an effective solution of these problems. Con- 
tracts for essential defense materials often require 
much larger financing by contractors than they 
are able to command under ordinary financing 
practices. It can make possible maximum partici- 
pation by numerous smaller business enterprises in 
the Government’s defense production program, par- 
ticularly those who do not themselves have direct 
Government contracts but whose work as subcon- 
tractors is essential for prompt performance on the 


* Statement presented by the Board of Governors of 
the Federal Reserve System to the Committee on Banking 
and Currency of the Senate, and read by Governor R. M. 
Evans to the Committee on Banking and Currency of the 
House of Representatives, July 25, 1950. 
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larger prime contracts. It can also make practical 
the awarding of more Government contracts, re- 
quiring unusually large working capital or expan- 
sion in plant and facilities, directly to relatively 
small and medium-size concerns. Without such 
financing, these concerns would not be able to 
make a full contribution to defense production. 
Finally, where great speed is essential in the per- 
formance of Government contracts, the mechanism 
can serve to expedite the consummation of loans 
with a promptness which is not always possible 
under usual procedures. 

The loan guarantee proved to be an eminently 
successful means of encouraging the extension of 
private credit for facilitating production under 
Government contracts during World War II. The 
guarantee program of that period—the so-called 
V-loan program referred to earlier—was set up 
under Executive Order of the President in March 
1942. Under that program, loans for war produc- 
tion were guaranteed by the Armed Services 
through the agency of the Federal Reserve System. 
The twelve regional Federal Reserve Banks and 
twenty-four branches, with experienced personnel 
and close daily contacts with financial institutions, 
afforded an already existing and well-adapted or- 
ganization for making such guarantees promptly 
available to contractors threughout the country. 
The Board of Governors in Washington acted as the 
coordinating agency in the administration of the 
program. 

During the course of the V-loan program, bank 
loans to war contractors, both large and small, 
amounting to about 10.5 billion dollars were ap- 
proved for guarantees by the Armed Services 
through the agency of the Federal Reserve System. 
Over 90 per cent of the number and one-third of 
the amount of these guarantees were on loans to 
small and medium-size businesses; that is, busi- 
nesses with total assets of less than 5 million dollars. 
Notwithstanding the great volume of loans handled, 
the program was self-supporting; receipts of the 
Treasury from the program exceeded expenses 
and losses by 23 million dollars by the end of 1949. 
Without the program, the production of war mate- 
rials would have required more Government finan- 
cing through direct lending and other means. 
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For the reasons indicated, the Board feels that 
the program of guaranteed loans which would be 
authorized by Section 301 of the bill would con- 
stitute an essential part of any plan for expediting 
deliveries under defense production contracts. If 
the President should see fit again to utilize the 
Federal Reserve System for this loan guarantee 
program, the Board and the Federal Reserve Banks 
would immediately direct their facilities toward its 
vigorous and expeditious administration. With 


the experience gained by the System under the 
V-loan program during World War II and with 
personnel both at the Board and at the regional 
Reserve Banks who participated in the previous 
operations, it would be possible to develop and put 
into effect within a very short time the new program 
of guaranteed loans contemplated by this bill. 


REGULATION oF ConNSUMER AND Rear Estate Crepit 


Section 401 of the bill authorizes the President 
to regulate consumer and real estate credit. Under 
such authority minimum down payments on pur- 
chases, maximum maturities, and other standards 
appropriate to limit credit extension could be pre- 
scribed. Section 402 of the bill would strengthen 
the President’s authority to curtail Federal financ- 
ing programs in the housing field when the na- 
tional interest so requires. We regard these as 
important provisions of the proposed legislation. 

Consumer credit regulations were administered 
by the Board of Governors from September 1941 
through October 1947 and again from September 
1948 through June 1949. 

Such regulations as might be necessary in the 
real estate credit field under Section 401 would have 
to be designed to meet the special needs of this 
area. They would have the general purpose of 
supporting and supplementing the President’s pro- 
gram of cutting back on Federally guaranteed and 
insured mortgage credit. 

Authority for restrictions on consumer and real 
estate credit should be provided for use to the 
extent necessary as an essential part of the program 
for conserving resources for defense and _protect- 
ing the economy against inflation. This authority 
would help to prevent current and potential de- 
mand from exceeding supply in the areas affected. 
Accordingly, it would help to reduce inflationary 
pressure upon prices in these areas. It would help 
to make materials and manpower more readily 
available for the national defense and military 
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effort, including the materials and manpower neces- 
sary to expand our total productive capacity. 

The present international situation not only in- 
creases greatly the Government’s demand for the 
goods and services of our economy, but at the same 
time accelerates private demand. These two addi- 
tional factors of demand are imposed on a condi- 
tion of already very high demand, employment, and 
prices. Even before the attack by the Communist 
North Koreans on June 25, prices were rising and 
we were in a potentially inflationary situation. 
Because of developments of the past few weeks, it 
is imperative that steps be taken to reduce or defer 
civilian demands and to lessen inflationary pres- 
sures, 

The state of public psychology has already stim- 
ulated consumer buying and the accumulation of 
business inventories. In the week ending July 15 
department store sales rose to a level 24 per cent 
above a year ago, with increases ranging from 12 
per cent in the Richmond District to 39 per cent 
in the Dallas District. Sales of automobiles and 
houses have risen to record levels. 

Prices of 28 basic commodities, which had risen 
7 per cent from January 3 of this year to June 23, 
advanced sharply after the invasion of South 
Korea—10 per cent in one month. The all-com- 
modity index of wholesale prices, which had risen 
4 per cent by June 20, has since jumped 3 per cent 
further. Consumer prices began to rise in March 
and recently the advance has been further accel- 
erated. Consumer prices are now higher than at 
any other time, except for a short period in the 
latter part of 1948. 

Unless prompt action is taken, the country will 
face serious problems of gray markets and spiral- 
ing prices. Not only would this situation upset 
our economic balance but it would add to the dif- 
ficulty in procuring the manpower and materials 
necessary for the military effort. 

One of the major factors in the expansion of 
private demand is the growth of mortgage and 
consumer credit. Since the end of 1945, as shown 
on the accompanying chart, consumer credit has 
been increasing by about 3 billion dollars a year. 
The increase in the past 12 months was 3.5 billion 
dollars and in May was about 500 million, the 
largest increase on record for that month. This 
was before the Korean crisis precipitated the pres- 
ent buying spree. 

The most important segment of total consumer 
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credit is instalment credit, especially for the pur- 
chase of durable goods. During the past year in- 
stalment credit rose nearly 3 billion dollars and 
accounted for 83 per cent of the increase in total 
consumer credit. The role which instalment 
credit has been playing in the growth of demand 
is illustrated not only in the amount of the ex- 
pansion but also by the relaxation in the terms 
under which such credit is extended. Reports of 
declines in the required down payment are wide- 
spread and the average period of repayment has 
lengthened progressively. 


CONSUMER CREDIT OUTSTANDING 
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The current record rate of residential construc- 
tion involves the greatest increase in mortgage 
credit which the country has ever experienced. 
Home mortgages made by all lenders in the first 
half of 1950 amounted to about 6.6 billion dollars 
or an annual rate of 13 billion dollars, as shown on 
the following chart. 

The net increase in mortgage debt outstanding 
during the first half of 1950 (after regular amorti- 
zation and other repayments) was about 3 billion 
dollars, bringing the total outstanding on June 30 
to about 40 billion. The home mortgage debt of 
this country has more than doubled since the end 
of the war. 

Expansion of consumer and mortgage credit con- 
tributes not only to the current demand for labor 
and materials that go into housing and durable 
consumer goods, but also augments the demand for 
all other goods. The purchasing power created 
by consumer and mortgage credit enters the income 
stream where it adds to the competition for goods 
including materials vital to the national defense. 

Growth of consumer and mortgage credit in- 
creases the volume of money and other liquid assets. 
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Expansion of bank loans for such purposes adds 
to the growth of bank deposits. Bank holdings 
of both consumer instalment paper and mortgage 
paper are rising rapidly and are thus adding to the 
total supply of money which is already so large 
in relation to current output as to provide a con- 
stant inflationary threat. Restriction of consumer 
and mortgage credit, therefore, would help to keep 
within bounds the quantity of money and other 
liquid assets in the hands of the public. 

In normal times consumer and mortgage credit 
play a very important and desirable role in our 
economic system. Without such credit widespread 
home ownership and mass distribution of durable 
goods would not have been possible. If our mass 
production economy is to sustain its expansive 
character in normal times, we will need to have 
expansion of mortgage and consumer financing. 
However, in order that such financing may be of 
greatest value it is important that it be used most 
fully when industry is in a position to meet the 
demands created. When industry is already oc- 
cupied to capacity and important resources must 
be diverted to the defense effort, the creation of 
new credit cannot increase the general availability 
of goods. On the contrary it contributes to infla- 
tion and economic disorganization. If mortgage 
and consumer credit is appropriately limited now 
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it will be in a better position to play a necessary 
and desirable role whenever adequate productive 
capacity is once more available to meet freely con- 
sumer demands. 

Regulation of consumer credit should and can 
be flexible. The previous regulations were tailored 
to fit prevailing conditions, with coverage and terms 
suited to changing circumstances. To illustrate, in 
the fall of 1941 the regulation applied only to in- 
stalment credit relating for the most part to con- 
sumer durable goods of substantial unit cost—auto- 
mobiles, refrigerators, and the like. When the 
country entered the war the regulation was en- 
larged in scope in keeping with the general mobili- 
zation which took place. It covered practically all 
consumer durable and soft goods and instalment, 
single payment, and charge account credit. After 
the war, late in 1946, the scope of the regulation 
was made even more limited than when it was 
originally applied. . 

The decentralized character of Federal Reserve 
System operations proved well adapted to the ad- 
ministration of consumer credit regulation as well 
as to the V-loan guarantee program. Through 
our twelve Federal Reserve Banks and twenty-four 
branches, located in every region of the country, 
we were able to tap quickly and effectively the 


informed opinions of small as well as large busi- 
ness. 

In our experience with the administration of 
consumer credit regulation, the business community 


gave us excellent cooperation. Various trade as- 
sociations took an active part in acquainting busi- 
nessmen and the public with credit regulations, and 
they cooperated to the fullest in helping to assemble 
needed technical information. Large and small 
financing institutions responded generously to our 
requests for information and advice. State and 
Federal supervisory authorities also gave us val- 
uable assistance during the course of their regular 
work, 

With respect to real estate credit, there should 
be an equally practicable approach. The full co- 
operation of leaders in the mortgage financing field 
should be enlisted to design a regulation, similarly 
flexible and adapted to the changing economic situ- 
ation, 

The commercial banks play a strategic role in 
the real estate credit market. Any regulation of 
such credit will have significant effects on gen- 
eral credit conditions in which the Federal Re- 
serve System is primarily interested. 

The need to strengthen our economic defenses 
is no less than the need to strengthen our military 
defenses. We cannot afford to risk disrupting 
our economy by leaving it unduly exposed to the 
inflationary pressures that are inherent in large 
defense expenditures. Prompt action is imperative. 
As the President said in his message on the present 
situation: “We must be sure to take the steps that 
are necessary now, or we shall surely be required 
to take much more drastic steps later on.” 
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An Announcement Adopted Jointly by National and State Supervisors 
of Banks and Other Lending Institutions 











The President of the United States in his message to the Congress on 
July 19, 1950, pointed out that as a further important safeguard against i 
inflation we shall need to restrain credit expansion, and that if we are to be 
successful there must be sensible and restrained action by businessmen, laborers, 
farmers, and consumers. The need for the exercise of restraint is all-embracing. 
It applies alike to governmental agencies, national and State, as well as to . 
private institutions and individuals. 

Accordingly, the Board of Governors of the Federal Reserve System, the 
Comptroller of the Currency, the Federal Deposit Insurance Corporation, the 
Home Loan Bank Board, and the National Association of Supervisors of State 
Banks urge that banks and all other institutions engaged in extending credit 
exercise special care in their lending and investment activities. 

The banks and other lending institutions of the country have demonstrated 
by their loyal response at critical periods in the past that they will stand united i 
with their Government in the situation that now confronts us. 

Officials of associations of lending institutions have called upon banks and 
other financial institutions to decline to make loans to business or consumers 
which might be used for speculative purposes or otherwise interfere with defense FS 
requirements. The supervisory authorities strongly join in this request. 

All officials of the supervisory agencies will be glad to confer with the # 
officers of banks and other financial institutions, to counsel with them regarding ; 
this program of credit restraint. 

As pointed out by President Truman, an abnormally high civilian demand 
for goods along with an increased need for military materials is creating a 
strong upward pressure on prices. A continuation of the rapid growth of 3 
credit resulting from consumer demand for houses and other goods and specu- 4 
lative accumulation of inventories by business would add to inflationary pres- 4 
sures and seriously handicap the necessary expansion of military production. . 
Therefore, lenders should carefully analyze all loan applications and avoid 
making loans which would have these adverse effects. 
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August 4, 1950. 
Boarp oF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 
COMPTROLLER OF THE CURRENCY 
FEDERAL Deposir INSURANCE CORPORATION 
Home Loan BaAnkK Boarp 
NATIONAL ASSOCIATION OF SUPERVISORS OF STATE BANKS 
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1950 SURVEY OF CONSUMER FINANCES 


Part III. Distribution of Consumer Income in 1949 ! 











Interruption in late 1948 and the first half of 1949 
of the extended postwar rise in economic activity 
and prices was accompanied by only a slight de- 
cline in total income of consumers. While aggre- 
gate consumer income remained at very high levels, 
readjustments during the year had varying effects 
on the incomes of different groups in the popula- 
tion. Information concerning the effect of these 


changes on the distribution of income among major 
population groups and on levels of money income 
in 1949 is presented in this article.” 


SUMMARY 


In the first half of 1949 increased unemployment 
and lowered levels of income for a substantial part 
of the population accompanied declines in produc- 
tion. The incomes of many persons who remained 
employed were affected by less steady work or by 
a reduction in the number of hours worked. 
Farm income declined as a result of falling prices 
and unincorporated business income turned down. 
Increased business activity in the second half of 
the year tended to raise consumer incomes (as 
has been discussed in Part I of this series) and 
to reduce the volume of unemployment. How- 
ever, the upturn in the second half was not sufficient 
to offset the decline in the early part of the year. 
Farm prices continued to drift downward for most 
of the year. 

Reflecting these readjustments, the total amount 


* This is the third in a series of articles presenting the 
results of the 1950 Survey of Consumer Finances sponsored 
by the Board of Governors of the Federal Reserve System 
and conducted by the Survey Research Center of the Univer- 
sity of Michigan. The first article in the series appeared in 
the June BuLLETIN and covered the general financial position 
and economic outlook of consumers. The second article, 
devoted to durab'e goods expenditures in 1949 and buying 
plans for 1950, appeared in the July Butietin, as did a spe- 
cial article on the methods of the surveys. Subsequent issues 
of the BuLLetin will contain articles analyzing changes in 
consumer saving patterns and in holdings of liquid and 
nonliquid assets. 

The present article was prepared by Irving Schweiger of 
the Consumer Credit and Finances Section of the Board's 
Division of Research and Statistics. The author has neces- 
sarily maintained a close working relationship with the staff 
of the Survey Research Center at all stages of his work and 
in his analysis of survey tabulations has had the benefit of 
many suggestions from the Center’s staff, particularly John B. 
Lansing, James K. Dent, and E. Scott Maynes. 
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of consumer income in 1949 was slightly below 
1948. Since the number of consumer units in the 
population increased, the decline in average income 
was more than proportional to the decline in total 
income. For the first time since the end of the war, 
there was an increase in the proportion of the popu- 
lation with incomes of less than $2,000 and a de- 
crease in the proportion with incomes between 
$2,000 and $4,999. 

Those hardest hit by declines in income were the 
entrepreneurial groups—spending units headed by 
farm operators and by managerial and self-employed 
persons. The incomes of other occupational groups 
were less seriously affected, although there were 
many individuals in each group with substantial 
income declines. Despite the decline in total and 
average incomes, one and one-half times as many 
consumers reported increases in income as de- 
creases. This factor, in conjunction with the un- 
diminished rate of expenditure for major durable 
goods by the occupational groups whose incomes 
were most seriously reduced, helps to account for 
the maintenance of total consumer expenditures in 
1949 in the face of a slightly lower level of total 
consumer income. 

Increases in income in 1949 were obtained some- 

* Data are based on the results of about 3,500 interviews 
taken in 66 sampling areas throughout the nation. The 
sample is representative of the entire population of the United 
States residing in private households. The following groups 
are omitted: (1) members of the armed forces and civilians 
living at military reservations; (2) residents in hospitals and 
in religious, educational, and penal institutions; and (3) the 
floating population, that is, people living in hotels, large 
boarding houses, and tourist camps. The interview unit of 
the survey is the spending unit, defined as all persons living 
in the same dwelling and belonging to the same family who 
pool their incomes to meet their major expenses. 

The limitations of survey data outlined in the June 1950 
BuLLeTiIn and in the discussion of methods presented in the 
July BuLLetin are applicable to the information presented in 
this article. Survey findings approximate the true order of 
magnitude of data but do not represent exact values. Varia- 
tions from the true values may be introduced by chance 
fluctuations in the particular sample of interviews, by errors 
in reporting on the part of those interviewed, by differences 
in interpretation by either respondents or interviewers, and 
by methods used in processing data. Only the first of these— 
sampling error—can be measured statistically. It should be 


kept in mind that the other sources of error may be of equal 
importance to the accuracy of survey results. 
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what more frequently and decreases somewhat less 
frequently by consumers who had been at the lower 
end of the income scale in 1948 than by those who 
had been at the upper end. This continued the 
pattern of change between 1947 and 1948, with a 
somewhat less pronounced differential in favor of 
the lower income groups. 

The pattern of income changes from 1947 to 
1948 apparently resulted in a reduction in the pro- 
portion of total income going to the highest tenth of 
the population when ranked according to income. 
Continuation in 1949 of this general pattern of in- 
come change appears to have resulted in a further 
reduction in this proportion. The data from four 
surveys, each covering a year of the postwar period 
1946-49, indicate that the share of income received 
by the highest tenth of the population was great- 
est in 1947, following the lifting of most war- 
time controls and the onset of inflationary rises 
in prices and incomes. By 1949, this share was 
equal to or slightly lower than it had been in 
1946 and smaller than is indicated for 1941 by data 
from other sources, 


Levets or INCOME 


Reflecting the economic readjustments in 1949, 
total consumer money income before taxes declined 
slightly from the 1948 level, according to both sur- 
vey data and Department of Commerce estimates. 
This was the first decline in the postwar period. At 
the same time, the number of consumer spending 
units in the population increased by about 3 per 
cent. The combination of these factors resulted in 
a noticeable decline in the average amount of con- 
sumer income per spending unit. The median 
(middlemost) income of consumer spending units 
slipped to $2,700 in 1949 from $2,840 in the previous 
year. Mean income (arithmetic average), which is 
subject to somewhat greater sampling variations, 
declined from $3,450 to $3,270 (see Table 1). Not- 
withstanding the decline, money incomes still aver- 
aged higher in 1949 than in 1947 or 1946, when the 
median income was estimated to be $2,530 and 
$2,300 respectively. Changes in consumer prices in 
this four-year period, however, as measured by the 
Department of Labor, roughly matched the rise and 
fall in median money income. Accordingly, it 
would appear that there has been little change in 
real income for the middlemost spending unit in 
this period. 
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Income Groupinc oF SPENDING UNiTs AND Money INCOME 
Recervep, 1949, 1948, anp 1947 * 


(Percentage distribution] 








Annual money 
income 
before taxes 














$7,500-$9,999 
$10,000 and over.... 





All income groups. 


Median income ?.. . .|$2 ,700 
Mean income $3 ,270 $3 ,450 


























r Revised. 

1 Income data for each year are based on interviews during 
January, February, and early March of the following year. 

2 The median amount is that of the middle spending unit when 
all units are ranked by size of income. 

3 The mean amount is the average obtained by dividing aggre- 
gate income by the number of spending units. 


The decline in total money income in 1949, the 
first in the postwar period, was accompanied by an 
increase in the relative frequency of low-income 
spending units. After having fallen from 40 per 
cent in 1946 to 30 per cent in 1948, the proportion 
of units with incomes of less than $2,000 rose to 
33 per cent in 1949. The number with negative 
incomes due to business or farm losses rose from 
negligible frequencies in previous years to about | 
per cent of the consumer unit population in 1949. 
Some decline occurred in the relative frequency of 
units at intermediate income levels (between $2,000 
and $4,999) while little change was noted for higher 
income levels ($5,000 or more), as is shown in the 
chart on the following page. 

In terms of number of units, roughly 17 million 
spending units received incomes of less than $2,000 
in 1949, approximately 2 million more than in 1948 
but still about 1.5 million fewer than in 1946. 
About 8.5 million units had incomes of $5,000 or 
more, which was approximately the same as in 
1948 and nearly double the number at this income 
level in 1946. 

As in previous years, the largest average income 
was received by the group of spending units headed 
by managerial and self-employed persons (median 
$4,500, mean $5,630). As shown in Table 2, pro- 
fessional and semi-professional persons followed 
($4,000-$5,350); mext came skilled and semi- 
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DISTRIBUTION OF SPENDING UNITS ob 
GY GIRS GREGTS, GUD, OR, WER AND 1900 farmers at the lower end of the income scale, which 


pen cantor sri tas results in a low middlemost income. The substan- 
wremmere verve SONG 


tial number with high incomes ($5,000 or more), on 
the other hand, has a considerable effect in raising 

- the arithmetic average for the entire group. It 
| should be noted that money income only is being 
considered here. Most farm operators also have a 
substantial amount of nonmoney income, such as 
food produced and consumed on the farm. Their 
reported incomes, which refer solely to money in- 
comes, are therefore not fully comparable with those 
of other occupational groups. 

















CHANGES IN INCOME FROM 1948 To 1949 
$5.000 
— To this point, discussion has centered on the 


decline in the general level of income in 1949. 
skilled workers ($3,200-—$3,350); and clerical and This, however, tells only part of the story. A bal- 
sales personnel ($2,800-$3,260). The lowest in- anced appraisal of income movements from one 
comes, on the average, were received by unskilled period to another requires more than aggregates 
and service workers ($2,100-§2,410) and farm and averages for the entire population. 

operators ($1,500-§2,570). The wide divergence Declines in income in 1949 were concentrated 
between the median and mean income of farm among a relatively small part of the population, 
operators is evidence of the heavy concentration of being reported by only 25 per cent of all units. 


INCOME GROUPS 
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Income Groupinc or SpeNpING Units wirntn DirrFeRENT OccupaTionaL Groups, 1949 anv 1948 * 
[Percentage distribution] 





Professional Managerial Clerical Skilled Unskilled F: 
and semi- and self- and sales and and —— 
Annual money income professional employed personnel semiskilled service operators 
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1949 1949 1948 





Under $1,000 

$1,000-$1,999... 

$2,000-$2,999.. 

$3,000-$3,999. .. 
000- 


$7,500 and over. 





All income groups........... 


Median income... ; ..| $4,000 ; $2,100) $2,100) $1,500 
Mean income..................-| $5,350 d $2,407) $2,310} $2,570 


Number of cases abe “Eee 466 344 427 410 












































r Revised. 

1 Income data for each year are based on interviews during January, February, and early March of the following year. Because 
of the small number of cases in the various occupational groups and also because of some differences in the coding by occupations between 
the two years, these distributions should be considered as approximations only and as very rough guides to general shifts in the distribu- 
tion of income between 1948 and 1949, All the occupational groupings are in terms of the occupation of the head of the spending unit. 
For — 1947 and 1946 data, see June 1948 Federal Reserve BULLETIN, Table 7, p. 656; for 1945 income data, see July 1947 BuLLE- 
TIN, Table 2, p. 792. 

2 As explained in the text, income distribution for farm operators is not directly comparable with the distribution for other groups 
because of the large amount of nonmoney income that farmers produce for their own consumption. 

* Less than one-half of 1 per cent. 

Nore.—The “number of cases” shown in this and in subsequent tables represents the actual number of spending units falling in each 
cell. Because the survey oversamples certain groups and corrects for the oversampling by the use of weights, the unweighted number of 
spending units in a cell does not represent the same proportion of the total sample as the weighted proportion. For example, spending 
units with incomes of $5,000 or more in 1949 were 15.8 per cent of the weighted sample, but there were 706 such spending units which, 
on an unweighted basis, amounted to 20.1 per cent of the 3,512 spending units in the sample. Tables based on entire samples do not 
state the number of cases, which approximates 3,500 respondents for the annual surveys and about half that for the midyear surveys. 
a o Stems description of the sampling methods, see ‘Methods of the Survey of Consumer Finances," July 1950 BULLETIN, pp. 
795-809. 
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The incomes of the majority of the population 
were unchanged or increased. Compared with a 
situation in which an over-all decline in income 
resulted from a loss in income by most spending 
units in the population, the distribution of declines 
in 1949 tended to minimize curtailment or post- 
ponement of buying, particularly of expensive items 
such as automobiles and refrigerators. 

Distribution of increases and decreases. Although 
both aggregate income and average consumer in- 
come before taxes were lower in 1949 than in the 
preceding year, less than 3 in every 10 spending 
units reported declines in income. Many of the 
declines, however, were quite large. Another 3 in 
10 had the same income in both years and 4 in 10 
obtained larger incomes in 1949.* 

It is significant that income declines in 1949 
were not only confined to a relatively small part of 
the population but were outnumbered by increases 
in income. This finding helps to explain the con- 
tinuation of a very high level of consumer expendi- 
tures in 1949 despite a decline in aggregate income. 
Consumers whose incomes had risen tended to 
maintain or expand their purchases, especially of 
major durable goods. In addition, although a 
larger proportion of farm operators than of any 
other group experienced income declines, the group 
as a whole not only maintained their purchases of 
major household items but also sharply increased 
their purchases of automobiles. Special factors in 
the maintenance of expenditures by farmers were 
the greater availability of new cars in farm areas, 
partly due to revision of manufacturer’s marketing 
quotas; the relatively recent extension of rural elec- 
trification to large groups of farmers which fostered 
demand for household appliances; continued large 
holdings of liquid assets; the assurance afforded by 
the Federal price support program; and the fact 
that farm incomes, though down from the all-time 
peak of 1948, were still high relative to prewar years. 

The number of consumer spending units who 
received higher incomes in 1949 compared with the 
preceding year—20 million—was smaller than 
in any previous year-to-year comparison in the 
postwar period. On the other hand, the number 
with decreases in income—nearly 13 million—was 
larger than in any year since 1946 and nearly as 


*It should be kept in mind that data on income change 
rely upon the respondents’ recollection of their incomes for 
a period covering two years and are therefore subject to con- 
siderable memory error. 
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large as in the reconversion period between 1945 
and 1946. A greater frequency of increases than 
decreases is, of course, consistent with a decline 
in total income, if the increases are smaller in size 
than the decreases. This general relationship ap- 
pears to have been true for the consumer spending 
units covered by the 1950 Survey of Consumer 
Finances. It should be noted that in every survey 
the frequency of decreases in income is probably 
somewhat understated inasmuch as persons who had 
died, entered the armed services, or otherwise left 
the. population covered by the survey in a given 
year are not included in the next year’s survey. 

Changes in income for various groups. Age groups. 
The frequency of increases in income between 
1948 and 1949 was greatest among young con- 
sumer spending units (those headed by persons 
from 18 to 24 years of age) and less frequent at 
each older age group, as can be seen in Table 3. 
This pattern was similar to those found in previous 
surveys. Rises in income substantially outnumbered 
declines for consumers less than 45 years of age, 
while increases and decreases were about equally 
numerous among consumers 45 or more years of 
age. The large number of income increases for 
the younger group and the high rate of family 
formation and growth in this group were un- 
doubtedly major elements in the considerably 
higher frequency of durable goods purchases by 
this group. 

Occupational groups. Each of the major occu- 
pational groups reported fewer increases in annual 
income between 1948 and 1949 than between 1947 
and 1948 and, except for the professionals, a greater 
number of declines. As in previous years, the 1950 
survey indicated that increases were most frequent 
and decreases least frequent among professional and 
semi-professional persons and clerical and _ sales 
personnel. In these groups, increases were from 
three to four times as frequent as declines. Also, 
as in previous years, entrepreneurial types—farm 
operators and managerial and self-employed persons 
—were at the opposite end of the scale. They had 
the largest proportion of decreases and the smallest 
proportion of increases in income of the major occu- 
pational groups. Farm operators fared worst of all. 

For the first time in the postwar period, a major 
occupational group—farmers—experienced more 
declines than increases in money income. Many 
of the declines were substantial; 1 in every 4 farm 
operators reported his income to be at least 25 per 
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Income CHANGES FoR SPENDING Unrts In Various OccupaATIONAL AND Ace Groups * 
1948 vo 1949 ann 1947 ro 1948 


(Percentage distribution of spending units within specified groups] 
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! Based on changes in amount of annual income received as reported by spending units early in 1950 (fifth survey) and early in 1949 


(fourth survey). 


cent smaller in 1949 than in the previous year. 
Although unskilled as well as skilled and semi- 
skilled workers had considerably fewer increases 
and more cutbacks in income between 1948 and 
1949 than in previous year-to-year comparisons, they 
reported nearly twice as many boosts in income as 
cuts, 

Persons who were not self-employed most fre- 
quently gave increases in wage rates or in salary 
scales as the explanation of a higher rate of current 
earnings in early 1950 than a year earlier. As in 
previous years, from one-half to two-thirds of 

* This compares the rate of earnings at time of survey with 


that of a year earlier. These data are related to but not 
identical with a comparison of annual incomes. 
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the income increases of employed persons in each 
occupation were explained in this manner. Other 
reasons frequently given were transfer to a better 
paying job, steadier work or more overtime, and 
the employment of one or more additional members 
of the spending unit. Declines in income among 
unskilled and also skilled and semiskilled wage 
earners were due, in about two-thirds of the cases, 
to less steady employment or to less overtime. 
Cuts in wage rates were also mentioned by a few 
members of these two occupational groups. The 
necessity of taking another job at lower pay was 
mentioned frequently as a cause of reduced income 
by unskilled workers but not by other groups. 
The extent to which heads of spending units 
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Periop oF EMPLOYMENT OF SPENDING UNiTs 1n Various OccupaTionaL Groups, 1949 * 





Percentage distribution of spending units in each group 

















Number of months of 
employment in 1949 Professional | Managerial Clerical Skilled Unskilled 
and semi- and self- and sales and semi- and Unemployed? 
personnel skilled service 
1 
2 
4 
8 
8 
10 14 13 
o4 29 71 57 
Not applicable ¢ 15 67 _ 3 
Not ascertai 2 2 2 4 
ee eee ee 100 100 100 100 100 100 
Nf ey eee es ee 287 466 486 895 344 187 























1 Number of months of employment in 1949 of head of spending unit or chief income earner. 
2? Unemployed at time of survey in early 1950. Does not include retired persons, students, or housewives. 


’ Less than one-half of 1 per cent. 
4 Self-employed. 


obtained less than a full year’s employment in 
1949 is indicated by the survey finding that of 
those in the major occupational groupings who 
were not self-employed, only about 7 in every 10 
worked at least 11 months during 1949. Seasonal 
factors and adjustments in business activity con- 
tributed heavily to this. Some (less than 5 per 
cent) persons heading spending units were not in 
the labor market during all of 1949 and thus could 
not have worked for a full year. Clerical and sales 
personnel and salaried managerial, professional and 
semi-professional persons worked most steadily, 
with approximately 8 in every 10 employed for a 
minimum of 11 months, The next best record was 
about 7 in every 10 in the skilled and semiskilled 
group, which was followed by about 6 in every 10 
in the unskilled and service worker group (see 
Table 4). Approximately 5 in every 10 of the wage 
earners who were unemployed at the time of the 
survey said they had worked for 6 months or less 
during 1949, 

Income groups. The survey also provides data on 
changes in income for consumer spending units 
at different income levels. For some purposes it 
is best to make such analysis on the basis of income 
level before the change, and for others, income 
level after the change. Respondents were asked 
at the time of the survey in early 1950 to report 
their incomes in 1949 and also in 1948. Because 
of the memory factor, the data are less reliable for 
1948 than for 1949. Also, since about 1 unit in 
every 10 could not furnish this information for 
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1948, the data are somewhat less representative 
for that year than for 1949. 

When the preceding year’s income is used as the 
starting point, it is found that consumers at the 
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IncomME CHANGES FROM 1948 to 1949 RELATED TO 
INCOMES OF SPENDING UNiTs In YEAR BEFORE CHANGES’ 





Percentage distribution of spending units 
Papo 





$1,000-|$2,000- t,00-, c-fos, ono 80 
$1,999 | $2,999 | $3,999 | $4,999 | $7,499 


before taxes, 
Under 
1948 to 1949 | $00 








over 
Income larger....| 49 43 44 40 37 37 31 
By 25 per cent 
or more..... 39 19 13 10 12 8 8 
Somewhat... .. . 10 24 31 30 25 29 23 
No substantial 
change. .... 28 30 26 28 27 29 34 


Income smaller...| 18 23 27 30 34 31 33 
pas oe 10 12 17 19 20 21 17 


By 25 per cent 
or more... .. 8 11 10 il 14 10 16 
Not ascertained . 5 4 3 2 2 3 2 





All cases.....| 100 100 100 160 100 100 | 100 
Number of cases. .| 479 604 672 615 397 437 | 269 





























1 The distribution of income changes within the various income 
groups is based on reports of nine-tenths of the spending units 
interviewed early in 1950 (fifth survey) concerning 1948 incomes 
(either in dollar amounts or by income class) and changes in 
annual incomes from 1948 to 1949. The 1948 income of one-tenth 
of all spending units could not be determined in the 1950 survey. 
Data in this table are not strictly comparable with similar data 
regarding 1947 income obtained early in 1949 (fourth survey) and 
published in the July 1949 BULLETIN, because the earlier data 
were obtained from only two-thirds of the spending units in the 
1949 survey. 
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lower end of the income scale in 1948 received in- 
creases in income during 1949 somewhat more 
frequently than did units higher in the income 
scale (see Table 5). The increases were also larger 
proportionately for the lower income units. De- 
creases in income in 1949, on the other hand, were 
relatively more frequent and tended to be larger for 
units who had been at the higher end of the income 
scale in 1948. 

Although lower income units appear to have fared 
somewhat better between 1948 and 1949 than 
those higher in the income range, the extent to 
which they fared better was not as great as be- 
tween 1947 and 1948. In this earlier period, 
income groups below $4,000 had substantially more 
increases in income and fewer decreases than did 
groups above this level. 

When changes in income are related to the level 
of income after change (1949 income), the pattern 
is the reverse of that obtained for income before 
change (1948 income), which has been discussed 
above. As is shown in Table 6, units at higher in- 
come levels after the change reported considerably 
more increases and fewer decreases than those at 
lower levels. 


This reversal of pattern results, in major part, 
from the movement of consumers from one income 
group to another. The considerable extent of this 
movement between 1948 and 1949 is shown in 
Table 7. Except for the lowest income group 
(under $1,000) and for the highest ($7,500 or 
more), no more than | in every 2 units was in the 
same income group in both years. The effect 
of income rises in bringing consumer units into 
higher income groups is shown by the fact that of 
the units who received incomes of between $5,000 
and $7,499 in 1949, more than 3 in 10 reported 
that they had been at lower income levels in 1948. 
Conversely, at the bottom of the income scale, about 
2 in every 10 units with incomes of less than $1,000 
in 1949 reported that they had been at higher in- 
come levels in the previous year. 

Substantial changes in individual consumer in- 
come within one year were also found between 1947 
and 1948 in the preceding survey. They indicate 
that an income distribution for the same consumer 
population based on the average incomes received 
by these consumers over several years would be 
considerably different from that based on one year 
alone. Such an income distribution would prob- 
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Income CuHances RELATED To INcomMEs IN YEAR AFTER CHANGES * 
1948 ro 1949 anv 1947 to 1948 








Percentage distribution of spending units within income groups 
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1 Based on changes in amount of annual income received as reported by spending units early in 1950 (fifth survey) and early in 1949 


(fourth survey). ‘ 
2 Income change from 1948 to 1949 related to 1949 income. 
3 Income change from 1947 to 1948 related to 1948 income. 


954 


Feperat Reserve BULLETIN 










1950 SURVEY OF CONSUMER FINANCES 


TasLe 7 





te Pe peel he oe Be So 


DisrrisuTion By 1948 Incomes oF SPENDING UNITs witrHin 1949 Income Groups? 












Percentage distribution of spending units within 1949 income groups 
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1 Based on reports of spending units interviewed early in 1950 (fifth survey) concerning annual incomes in both 1948 and 1949. As 
shown in the table, the 1948 income of one-tenth of all spending units could not be determined at the beginning of 1950, 
2 Less than one-half of 1 per cent. 











ary rises in prices and incomes. Some groups 
whose incomes lagged in the early stages of the 
inflation improved their relative positions in ‘ 
1948 and 1949; other groups which benefited ini- 
tially lost ground relatively in the following years. f 
These changes apparently resulted in a distribution 
of income in 1949 similar to that existing before 
1947. As shown in Table 8, the share of the top 4 
tenth in 1949 was perhaps even slightly below 3 
that in 1946, although the difference is not great 
enough to be statistically reliable. 

The half of the population immediately below 


ably have many more consumer units in the middle 
of the distribution and many fewer at either the 
high or low end than is found in a distribution 
based on incomes received in a single year. 







DistTrIBUTION OF INCOME 





Survey data indicate that the share of total 
money income obtained by the highest tenth of the 
population when ranked by size of income was 
smaller in 1949 than in 1947, when it was at a 
postwar high. The 1947 peak followed the lifting 


of most wartime controls and the onset of inflation- 
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fan Be ~~ Lowest income in 

Spending units } within group -" 
ranked according By each tenth Cumulative i 
to size of income |__ ~ etamintiimeea 

1949 1948 1947 1946 1949 1948 1947 1946 1949 1948 1947 1946 

Highest tenth. . .. 30 r31 33 32 30 r3i 33 32 $5,800 | $6,000 | $5,700 | $4,850 : 
Second tows 15 15 15 15 45 46 48 46 4,500 4,500 4,200 3,750 7 
Third 12 12 12 12 58 58 60 58 3,760 3,750 3,500 3,100 r 
Fourth 11 10 10 10 68 68 70 69 3,200 3,200 3,000 2,700 Fe 
RRA eRe 9 9 9 9 78 76 78 77 2,700 2,840 2,530 2,300 + 
Sixth. . & 8 7 7 85 84 86 85 2,290 2,400 2,100 2,000 ‘ 
Seventh. 6 6 6 6 91 90 91 91 1,810 2,000 1,700 1,500 P 
Eighth . 5 5 4 5 96 95 96 95 1,280 1,500 1,200 1,150 H 
Ninth i 3 3 3 3 99 99 99 99 710 860 750 700 " 
Lowest tenth. 1 1 1 1 100 100 100 100 () (*) (@®) (?) if 
xX 

° Revised. ‘4 

' Income data for each year are based on interviews during January, February, and early March of the following year. It is possible “4 


that the proportion of income received by the highest tenth of income receivers is underestimated by several percentage points in all years. 
Samples of approximately 3,500 spending units having been used in these three surveys, it cannot be expected that a completely repre- 
sentative sample of the highest dollar incomes was obtained. 

* Not available from survey data. 
Note.—Detailed figures may not add to cumulative figures because of rounding. 
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the highest tenth (the second through the sixth 
highest deciles, where incomes ranged between 
$2,290 and $5,800 in 1949) increased its share of 
total income to about 55 per cent in 1949, the 
biggest it had received in the postwar period. 
The lowest four-tenths of the population, when 
ranked by income, appeared to receive the same 
or a slightly smaller share of the total than in 
1948. A substantial increase in the volume of busi- 
ness losses (negative income) by farm and non- 
farm businessmen contributed to an apparent reduc- 
tion in the share of the lowest tenth of the popula- 
tion. 

Available data indicate that income has been more 
evenly distributed throughout the postwar period 
than in 1941. While comparisons with prewar 
data have certain limitations, they are not con- 
sidered sufficient to affect the major point.’ In 
the postwar period, the share of the highest tenth 
has been consistently smaller than in 1941 and that 
of the lowest four deciles has been consistently 
larger. Even in 1947, when the share of the lowest 
four-tenths of the population was at a postwar 
minimum, it amounted to 14 per cent of total in- 
come compared with 12 per cent in 1941. The 
chief reasons for this shift are the relatively high 


levels of employment and low levels of unemploy- 
ment that have prevailed since the war and the 
marked increase in farm cash income. 


Sources oF INCOME 


The Survey of Consumer Finances provides some 
information on the sources of income of the various 
groups in the population and the characteristics of 
people who receive income from rent, from wages 
and salaries, etc. Although the survey is not de- 
signed to provide detailed information of this 
nature, certain of these types of data are obtained 
in the course of the interview. This maierial is sug- 
gestive but by no means conclusive on these 
points. Many people tend to forget or disregard 


*Income data for 1941 are available from a survey con- 
ducted jointly by the Bureau of Labor Statistics, U. S. De- 
partment of Labor, and the Bureau of Human Nutrition and 
Home Economics, U. S. Department of Agriculture. See 
Family Spending and Savino During Wartime (Bureau of 
Labor Statistics Bulletin No. 822), April 1945. The survey 
covering 1941 and the surveys covering 1946 through 1949 
differed somewhat in their definitions of money income, 
spending unit, universe, as well as in sampling methods. 
However, it is believed that the data show with reasonable 
accuracy the nature of certain broad changes in the pattern 
of income during these years. 
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small amounts of income or income from sources 
other than their chief one. The survey interview 
is designed to help people recall these items but 
not to probe exhaustively into these matters. In a 
few cases, also, when people promptly report their 
total annual income from all sources, they are not 
asked to provide details regarding sources. These 
limitations affect the precision of the data but 
probably do not seriously alter their major outlines. 

As one would expect, by far the most frequently 
received type of income was that from wages and 
salaries. Nearly 8 in every 10 spending units re- 
ported some income from this source in 1949, 
which was about the same proportion as in earlier 
postwar years. The next most frequent source of 
income (received by almost 3 in every 10 units) 
was some type of pension, annuity, allowance, 
benefit, or contribution. For some spending units, 
this was the only or major source of income; for 
others, it constituted supplementary income. For 
instance, some consumers who were employed for 
most of the year reported receiving unemployment 
compensation for a few weeks and some veterans 
received State bonuses. 

Other sources of income included unincorpo- 
rated nonfarm business, farming, rental income 
from roomers and boarders, other rental income, 
professional practice, and interest, dividends, trust 
funds, and royalties (see Table 9). 

The pattern of change in wage and salary in- 
come between 1948 and 1949 was generally similar 
to that already described for total income in that 
there was an increase in the proportion of low in- 
comes (below $2,000) and a decline in the propor- 
tion of intermediate incomes (between $2,000 and 
$4,999). The increase in frequency of units with 
high incomes ($5,000 and over) was greater in the 
case of incomes from wages and salaries alone than 
when total money income was considered, chiefly 
because of a falling off in the frequency of incomes 
of this size from unincorporated nonfarm _busi- 
nesses and from farming. 

Receipt of some income from wages and sal- 
aries was reported by nearly all units (about 9 in 
every 10) with incomes between $2,000 and $7,499. 
Among units with very low incomes (less than 
$1,000) or very high incomes ($7,500 or more), 
this type of income was much less frequent, as can 
be seen in Table 10. It is of interest that as many 
as 3 in 10 of the spending units headed by farm 
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PERCENTAGE DisTRIBUTION OF SPENDING UNrTs By AMOUNT OF INCOME RECEIVED FROM SPECIFIED Sources, 1949 

















Rent ? 
w: Pensions, Unincor- Professional Interest, 
Amount of income — benefits, porated practice, other | p.-ming «| dividends, 
from specified source euiesies contribu- | Roomers Other nonfarm | self-employment, | “2™™™"8 "| trust funds, 
tions, etc.! — sent business and farming * and royalties 
boarders 

Mons. «.ddeteteanac <s> dscvda 22 72 96 90 91 84 91 88 
ee Ee ee P 78 28 4 9 9 16 9 12 
ee eer — _— om tie 1 1 1 ae 
eR See ae (5) 1 1 } 1 1 > 5 
pT LPO ee 5 13 2 4 3 4 
Sek csuentn es viaee 6 8 1 2 1 2 1 1 
$1,000-$1,999............. 15 1 1 3 2 1 
$2,000-$2,999............. 18 1 1 2 1 (8) 
$3,000-$3,999............. 15 (8) 1 } 1 (5) \ i 

Pry So eee aoe 8 1 (5) 1 (5) 
$5,000-$9,999............. 9 1 1 1 (5 
$10,000 and over........... i 1 1 (5) (5) 
Undetermined amount...... 1 (5) (5) (5) (5) (5) (5) (5) 
Not ascertained. .......... (8) (*) () (5) () (5) —_ (5) 
Pf. eer eens) 100 100 * 100 100 100 100 100 100 









































1 Includes income from old-age pensions, retirement pay, annuities, unemployment compensation, welfare payments, alimony, regular 
contributions, veterans’ pensions, schoo! allotments, State bonuses, and allotments to families of servicemen. 


2 The question was first asked: “Did you receive income from roomers and boarders?” If yes, “‘How much?” A gross figure was 
accepted if less than four roomers were involved. Respondents were then asked: “Did you receive money from other rent?” If yes, 


‘‘How much was it after allowing for expenses?” 


* Includes net income from farming by nonfarm operators as well as farm operators. See footnote 4. 
‘ Includes only net income from farming by farm operators. Farm operator spending units are, in general, headed by persons who 
receive more than half of their money income from the operation of a farm. See footnote 3. 


5 Less than one-half of 1 per cent. 





operators reported some income from wages and 
salaries.® In most cases, the sums involved amounted 
to less than $500. 

Income from pensions, annuities, allowances, 
benefits, or contributions was received by some per- 
sons at all income levels. The frequency of this 
source of income was greatest at the lower levels 
of income, but as many as | in every 10 with in- 
comes of $7,500 or more reported receipts of this 
type. Income of this nature was the sole or the 
chief source of income for nearly 2 units in every 
10 with total money incomes of less than $1,000 in 
1949. As might be expected, retired persons de- 
pended on these sources to a greater extent than 
other groups; about 7 in every 10 spending units 
headed by such persons received some income of 
this type and the amounts received were larger, 
on the average, than those reported by other groups. 

Rental income other than from roomers and 
boarders, such as from a house or an apartment, a 
commercial building, or a farm, was obtained by 
about | spending unit in every 10. The proportion 
was somewhat smaller among lower income units 
and somewhat higher in the upper part of the in- 


* Farm eperator spending units are generally headed by per- 
sons who receive more than half of their money income from 
the operation of a farm. 
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come scale. For approximately half of the recipients 
of such income the amounts involved were small, 
amounting to less than $500. Of the 5 in every 
100 consumer spending units that received $500 
or more in rental income other than from roomers 
and boarders, about 80 per cent had total money 
incomes of $2,000 or more in 1949. About 2 per 
cent of all consumer units received rents as part 
of total incomes of less than $2,000. For many 
in this group, rents were an important source of 
income. 

Approximately 4 in every 10 of the units with 
rental incomes from property of $500 or more in 
1949 were headed by managerial and self-employed 
persons or by retired persons. As in the case of 
pensions, etc., retired persons appear to have ob- 
tained income in this manner more frequently 
than other consumer groups and in larger amounts. 
More than | in every 10 spending units headed 
by retired persons received $500 or more in rental 
income during 1949 and for about half of this group 
the amount came to $2,000 or more. 

Income from dividends, interest, trust funds, and 
royalties was reported by slightly more than 1 in 
every 10 spending units. This is a substantial un- 
derstatement of the frequency of such receipts, be- 
cause a large proportion of people forget or disre- 


957 

























1950 SURVEY OF CONSUMER FINANCES 


Taste 10 
INCOME FROM SpEciFiED Sources Recrivep ny SPENDING Units 1x Various INcomE AND OccupaTionaL Groups, 1949 * 


(Percentage distribution of spending units within specified groups] 





1949 annual money income before taxes” Occupation of head of spending unit 
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! Data are subject to considerable reporting error, especially where small amounts are involved. 

2 Less than one-half of 1 per cent. 

* Total income is less than income from wages and salaries for these units because of business losses or negative farm income. 

4 Includes income from old-age pensions, retirement pay, annuities, unemployment compensation, welfare payments, alimony, regular 
contributions, veterans’ pensions, school allotments, State bonuses, and allotments to families of servicemen. 

5 Includes interest, dividends, trust funds, and royalties. 

6 The question was first asked: “Did you receive income from roomers and boarders?’’ Respondents were then asked “Did you 
receive money from other rent?’’ If yes, ‘How much was it after allowing for expenses?”’ 


Note.—Details may not add to totals because of rounding. 
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gard these items, especially when the amounts are 
small. In the case of individuals with savings ac- 
counts, for instance, less than 1 in every 3 with 
deposits of $1,000 or more reported having obtained 
any interest income during 1949. For those with 
smaller amounts on deposit, the proportion was even 
smaller. Understatements of this type of income 
were probably much less frequent where the 
amounts received were sizable. 

Reports of income of $500 or more from interest, 
dividends, etc. were very infrequent among con- 
sumers with total money incomes of less than 
$7,500. Among those with incomes above this 
level, such receipts were reported by about 2 in 
every 10 units. Again, as in the case of rent from 
property, retired persons obtained income in this 
manner relatively more frequently and in larger 
amounts than persons with other occupational 
status. 

Tables 14-18 at the end of this article contain 
data supplemental to those given in this text. 


Famity INcoME 1n 1949 


Some of the income data reported by spending 
units in the Survey of Consumer Finances are tabu- 
lated by family units as well as by spending units. 
A family is defined as all persons living in. the same 
dwelling who are related by blood, marriage, or 
adoption. A single person may constitute a “fam- 
ily” if he is living by himself or with persons 
unrelated to him. The term “family unit” as used 
in the survey is thus equivalent to the “family” 
and “individual not in family” definitions of the 
Bureau of the Census, United States Department 
of Commerce. 

There may be more than one spending unit in a 
family since a spending unit is defined as all per- 
sons living in the same dwelling and belonging to 
the same family who pool their incomes to meet 
their major expenses. For example, a grown son 
who is working and does not pool his income with 
his parents’ income, even though he may pay some- 
thing for board and room, is treated as a separate 
spending unit if he retains more than half of his 
income. Likewise, married children or other rela- 
tives who do not pool their incomes with that of 
the head of the family, even though living in the 
same dwelling, constitute separate spending units. 
In tabulating on a family basis, the incomes of all 
related persons living in the same dwelling are 
combined. 


Avcust 1950 


It is estimated that at the beginning of 1949 there 
were approximately 45.2 million family units and 
52.0 million spending units residing in private 
households. Since the same total amount of con- 
sumer income is distributed among the smaller 
number of family units, it is to be expected that 
families will have somewhat higher average in- 
comes than spending units. 


Taste ll 


Income Groupinc oF Famity Units anp Money INCoME 
Recervep, 1949, 1948, ann 1947? 


[Percentage distribution] 





1949 1948 1947 





Annual money 
income 


before taxes Total 


money 


Fam- | Total | Fam- | Total | Fam- 
ily |money| ily |money| ily 
units? |income} units*® |income} units? | 








Under $1,000....... 
$1,000-$1,999 
$2,000-$2,999 
$3,000-$3, 
$4,000-$4,999 
$5,000-$7, 
$7.500-$9,999 
$10,000 and over. ... 








All income groups. 











$3,100) 
$3 | 760 


Median income 
Mean income 








$4,020 














1 Income data for each year are based on interviews during 
January, February and early March of the following year. Family 
units are defined as all persons living in the same dwelling who are 
related by blood, marriage, or adoption. 

2 Includes single-person family units. 


As is shown in Table 11, the median family in- 
come in 1949 was $3,100 or roughly 15 per cent 
higher than the median income for spending units. 
The grouping in some cases of more than one 
spending unit into a family unit resulted in 23 
per cent of all family units having incomes of 
$5,000 or more in 1949 compared with 16 per 
cent of all spending units. Conversely a smaller 
proportion of families than of spending units had 
incomes of less than $3,000. 


DisposaBLE INCOME 


Thus far this article has been discussing the dis- 
tribution of money income before taxes. For some 
purposes it is more useful to know the distribution 
of income after taxes. A beginning step in this di- 
rection was made in the 1948 survey, in which esti- 
mates of Federal personal income tax /iability on 
1947 income, apart from tax on capital gains or 
losses, were prepared for each spending unit. Fol- 
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lowing a somewhat improved procedure, the data 
of the 1949 and 1950 surveys have been utilized to 
prepare like estimates of personal income tax liabil- 
ity for 1948 and 1949 incomes. 

Income after tax, called disposable income in 
this article, was estimated for each spending unit by 
deducting computed Federal income tax liability 
from money incomes before taxes.". The tax esti- 
mates, unlike other survey data, were not based on 
special information concerning tax liabilities ob- 
tained during the interview. They were computed 
on the basis of the income, size, and composition 
of each spending unit and the number of persons 
not living in the dwelling who were dependent on 
the members of the spending unit for support. A 
detailed presentation of the estimating procedure is 
given in the appendix to this article. 

It should be stressed that these income tax esti- 
mates are only approximations; that they refer not 
to payments but to Federal personal income tax 
liabilities, apart from taxes on capital gains and 
losses; and that State and local income taxes are not 
included. 

The distribution of spending units by income 
after Federal. taxes shows, of course, a general 
downward shift from the distribution by income 
before taxes. The downward shift was most marked 
at the upper end of the income distribution, as can 
be seen in Table 12. The number of spending units 
with incomes of $5,000 or more (before taxes) was 
reduced by one-fourth through taxation—from 16 
per cent to 12 per cent of the approximately 52.0 
million spending units. Median income was low- 
ered to $2,600 from $2,700. 

Survey estimates indicate that nearly two-thirds 
of all spending units had Federal income tax liabili- 
ties in 1949, The proportion of units with no tax 
liabilities rose from 32 per cent in 1948 to 35 per 
cent in 1949 in response to the slight decline in 
individual incomes. This had the effect of re- 
ducing by more than 1 million the number of 
spending units with tax liabilities. The decline in 
income also tended to lower somewhat the amount 
of the tax liabilities, as is shown in Table 13. 

For | spending unit in every 7, Federal income 


* The U. S. Department of Commerce, in estimating dis- 
posable income for its national income series, deducts from 
personal income actual Federal personal income tax payments 
(not liabilities), including taxes on capital gains and losses, 
as well as other tax and nontax payments to governments, 
chief of which are Federal estate and gift taxes and State and 
local personal tax and nontax payments. 
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tax amounted to 10 per cent or more of income 
before tax. The frequency of tax liabilities above 
this rate fell off so sharply that only about | unit 
in every 100 incurred a liability of 16 per cent or 
more of income before tax. In terms of amount, 
nearly 4 spending units in every 10 incurred an 
obligation of $200 or more; for slightly more than 
1 in 10, the amount came to $500 or more. 

Reflecting the progressive nature of the Federal 
income tax, the proportion of units with such tax 
liabilities rose very sharply from lower to higher in- 
come groups, as did the amount of the tax. Less 
than | unit in every 10 with incomes under $1,000 
had tax liabilities and it is estimated that the 
amount involved was less than $50 in every case. 
By way of comparison, nearly every unit with an 
income between $5,000 and $7,499 was obligated 
to pay income tax and in a majority of these cases 
the amounts came to $500 or more. 

The effect of this tax was to reduce by 2 per- 
centage points the proportion of total income re- 
ceived by the units with the highest incomes. In 
1949, the highest tenth of income receivers before 
tax obtained about 30 per cent of total personal in- 
come, while the tenth with the largest incomes 
after tax obtained approximately 28 per cent (see 
Table 14 on page 962). Spending units in the 
lower half of the income scale had a larger share 


Taare 12 
DistR1BuTION oF SPENDING UNrrTs AND Totat Money INCOME 
BEFORE AND AFTER FeperaL INcoME Tax 
By Income Groups, 1949 

















[Per cent] 
Spending units Total money income 
After After 
Income groups Before Federal Before Federal 
Federal | income | Federal | income 
income | tax (dis- | income | tax (dis- 
tax posable tax posable 
income)! income)! 
Under $1,000........] 14 15 > 5 2 
$1,000-$1,999........ 19 21 9 11 
$2,000-$2,999........ 21 23 16 19 
$3,000-$3,999........ 19 18 19 21 
Ta decesvd il 11 15 16 
$5,000-$7,499........ 11 8 19 16 
$7,500-$9,999........ 2 2 20 15 
$10,000 and over..... 3 2 
rl eee 100 100 100 100 
Median income....... $2,700 $2,600 
Mean income......... $3,270 $3 ,000 

















! Money income after deduction of estimated Federal personal 
income tax liability. See appendix, pp. 961-62, for method of 
estimating disposable income. Money income figures exclude 
capital gains or losses and tax estimates make no allowance for 
such gains or losses. 
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Taare 13 


EsTiMaTeD Feperat Persona, Income Tax Liasitiry oF SPENDING UNITs 
WITHIN Various Income Groups, 1949 ann 1948 




















Percentage distribution of spending units within income group before taxes 
= =e All income Under $1,000- $2,000- $3,000- $4,000- $5,000- $7,500 

Estimated tax liability! groups $1,000 $1,999 $2,999 $3,999 $4,999 $7,499 | and over 
1949 | 1948 | 1949 | 1948 | 1949 | 1948 | 1949 | 1948 | 1949 | 1948 | 1949 | 1948 | 1949 | 1948 | 1949 | 1948 

WON i. cin ¢sewnnssitedeeosbe ken 35 32 93 94 60 57 33 29 15 15 5 5 1 _ (?) 
pe SS ree eee 6 5 7 6 8 8 12 10 4 4 2 3 1 () _ _— 
Dea sh vese dédelveeeterndess & 8& _ (?) 15 15 10 11 12 11 2 3 1 1 _ _ 
Ss 9 00% 24: thes 6h at thine 13 15 _— _ 17 20 19 23 25 23 10 9 2 2 (*) (2) 
Se oie cdvi ds ebedeves ves 25| 26; —| —| —]| @| 26] 27] 43] 46] 68| 66; 42] 33 1} @® 
SE AR cn cdnorsehiteentéé Q 9 _ _ _ (?) _ _ 1 1 12 14 53 62 27 29 
GET scdécucctenetess 2 3 _ _ _— —_ _ — _ _— _ _ (*) 1 45 45 
SF Lc cbre Gwe 0 éowdon 1 1 _— _ _ _ _- _ _— _ _ _ _ _ 21 17 
Sia ll RT a eat (@) (@) — — — _ = -- = — -- — = = 5 x 
ee ee eee 1 1 it) _ _ _— _— (%) — (*) _ _ (2) _ 1 _ 
AMR oo bs ies cdi cikaeiie 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 
Number of cases... ...cccccccces 3,512|3,510) 479 | 416 | 604 | 571 | 672 | 722 | 615 | 686 | 397 | 416 | 437 | 408 | 269 | 262 





















































1 Tax liability apart from capital gains or losses. 
allowance for such gains or losses. 
? Less than one-half of 1 per cent. 


Money income figures exclude capital gains or losses and tax estimates make no 


Note.—For 1947 estimates, see July 1949 Federal Reserve BULLETIN, Table 10, p. 789. 


of income after tax than of income before tax. 
Estimates of the tax liabilities and disposable in- 


comes of family units are presented in supplemen- 
tary Tables 19 and 20 at the end of this article. 


APPENDIX 


Metuop or Estimatinc DisposaBL—E INCOME 


Estimates of disposable personal income, defined 
for purposes of the Consumer Finances Surveys as 
the total money income of a spending unit less its 
Federal income tax liability, were made for the third 
time in the 1950 survey. While no questions about 
Federal income tax payments were asked in the in- 
terviews, it was possible to estimate a rough tax 
liability figure for each spending unit by taking 
into account the number of income receivers and de- 
pendents in each unit and by making certain as- 
sumptions about the filing of joint returns, deduc- 
tion of allowances for contributions, and other con- 
siderations entering into the tax computations. In 
the 1950 and 1949 surveys, but not in the preceding 
one, information was obtained on the number of 
dependents living outside of the dwelling. This im- 
provement in method tended to lower estimated tax 
liabilities, although only about 5 per cent of the 
cases were affected. The estimates thus made from 
the 1950 survey represented the Federal tax liabili- 
ties on 1949 incomes, not the tax payments of spend- 
ing units during 1949. No estimates were made 
for State and local taxes. 
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The disposable income figures shown in this 
report therefore represent total money income less 
estimated Federal tax liabilities. These disposable 
income figures differ from the disposable personal 
income figures that are a part of the personal income 
series of the Department of Commerce in that the 
Commerce series excludes tax payments (not liabilt- 
ties) and State and local as well as Federal taxes. 

Certain information which would have been 
necessary in order to calculate personal income tax 
liability with precision was not available. The 
most important missing item was exact information 
on deductions claimed by spending units. The 
survey deduction allowance was the Treasury 
standard deduction on incomes up to $5,000 and 
10 per cent of incomes of $5,000 or more. Some 
units undoubtedly claimed deductions that were 
larger than the amounts estimated for them, and 
some units with incomes of $10,000 or more may 
have claimed less than the estimated deductions. 
Table 13 shows the amounts of tax liability esti- 
mated for spending units within various income 
groups. : 

The tax liability for each spending unit was 
estimated by using a standardized procedure of 
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computation.’ The steps in the calculation follow: 


(1) A table was prepared giving the amount of 
tax by size of income and by number of dependents 
(including an extra exemption where the head of 
the unit or his wife was over 65 years of age). 
The table provided for the Treasury standard de- 
duction for contributions, medical bills, etc., on 
incomes up to $5,000, and a deduction of 10 per 
cent on taxable income (including items in (2) 
below), for incomes larger than $5,000. 

(2) Taxable income was computed by deducting 
from total income amounts received by individual 
income recipients from social security benefits, 
sickness and injury benefits, armed forces pay and 
allowances up to the limit of their special exemp- 
tion, contributions for support, and other allow- 
able deductions. Tax-free interest was not de- 
ducted but would be received by only about 1 per 
cent of the income recipients. 

(3) In the case of spending units containing one 
person only, the tax was taken directly from the 
prepared table. 

(4) In all cases of spending units containing a 
husband and wife, it was assumed that a joint re- 
turn would be filed. 

(5) If persons other than the head of the spend- 
ing unit and his wife received income in such 
amounts that filing separate tax returns was obliga- 
tory, this was done in the 1950 survey. In previous 
years, separate returns were calculated only if the 
tax liability of the entire spending unit was thereby 
reduced. Dependents were always included on the 
tax return of the main income receiver, unless a 
different handling was indicated by the interview. 

(6) Where more than one tax return was esti- 
mated for a given spending unit, the separate tax 
liabilities were computed and added together and 
the total was considered to be the tax liability of 
the spending unit. 

(7) Where a family contained more than one 
spending unit, the separate tax liabilities were com- 
puted and added together and the total was con- 
sidered to be the tax liability of the family. 


This method of estimating taxes made no pro- 
vision for the following: 

1. Special exemption for the blind; * 

2. Larger deductions than the Treasury standard 
deduction on incomes up to $5,000, or larger or 


* Acknowledgment is made of the assistance of members 
of the Division of Tax Research, Treasury Department, in 
formulating the method of estimate. 
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smaller deductions than 10 per cent on incomes 
greater than $5,000; 

3. Tax-free interest; 

4. Taxes on alimony received; * 

5. Taxes on capital gains and losses; 

6. Carry-over of business and capital losses from 
previous years; 

7. Allocation of income among the taxpayers in 
a spending unit that may differ somewhat from 
the survey allocation; 

8. Number of exemptions claimed for depend- 
ents not living in the dwelling that may differ 
from the survey figure because no question was 
asked concerning the number of outside dependents 
that would be claimed on the tax returns. How- 
ever, information was obtained in the 1950 survey 
on the number of relatives not living with the 
respondent who were dependent on him for more 
than half of their living and in the 1949 survey on 
the number of persons who were dependent upon 
him for their living; and 

9. State and local income taxes, which amount 
to about one-tenth of Federal personal income tax. 

For individual spending and family units, taxes 
may have been over- or under-estimated. The limi- 
tations of these tax estimates should be recognized 
in making use of either the tax or disposable in- 
come data. 





Tasie 14 


PerRcENTAGE OF Tora Money INcome Receivep sy Eacu 
TENTH OF THE NaTion’s SPENDING Units WHEN RANKED 
By Size or Income, 1949, 1948, ann 1947 





Money income after 
Federal income tax 
(Disposable income)? 


Money income 
before Federal 


S i its P 
pending units Seoumee Gass 


ranked according 
to size of income ! 








1948 1948 | 1947 





Highest tenth 
Second 





29 
15 
12 
10 
9 
8 
7 
5 
4 
1 


Lowest tenth....... 




















r Revised. 

1 Units have been ranked by size of money income either before 
or after tax, as indicated by the column headings. 

2 Money income after deduction of estimated Federal personal 
income tax liability. See appendix, pp. 961-62, for method of esti- 
mating disposable income. Money income figures exclude capital 
gains or losses and tax estimates make no allowance for such gains 
or losses. 


* In a few cases, the interviews furnished information con- 
cerning this point, which was then taken into account in 
estimating the tax liability. 
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Tasie 15 


PERCENTAGE DisTRIBUTION OF SPENDING UNrTs wiTHIN Various Income Groups ACCORDING TO SPECIFIED CHARACTERISTICS 


1949 ann 1948 










Annual money income before taxes 














Characteristics of All income $1,000- $2,000-— $3,000- $4,000- $5,000— | $7,500 and 
spending unit groups $1,000 $1,999 $2,999 $3,999 $4,999 $7,499 over 













1949 1949 1948 | 1949 | 1948 




















Number of persons in spending 















Ee oe 


Number of income receivers in 
spending unit: 








Two or more................ 
Not ascertained............. 













65 GRE cob wavccestosaseons 
Not ascertained............+. 


















Occupation of head of spending 












unit: 
Professional and semi-profes- 

CU 656 c0sscdnnsanenes 7 7 1 2 3 4 5 5 8 7 il 11 22 24 
Managerial and self-employed.| 12 12 4 5 7 8 7 7 10 7 29 44 48 
Clerical and sales............ 13 14 3 4 16 14 17 19 12 17 12 8 6 
Skilled and semiskilled....... 27 27 7 4 16 13 33 31 44 45 30 5 8 
Unskilled and service workers.| 14 15 15 16 18 25 17 19 14 12 3 2 _ 
Farm operator.............. 10 9 24 23 il 12 7 7 4 4 9 14 9 
Dietetic’ +s caceetstes 5 6 14 20 8& 9 4 2 1 H ; ; 

6 7 






















All cases................} 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 
Place of residence of spending unit: 
Metropolitan area?.......... 30 32 14 18 23 24 28 32 34 34 42 40 44 45 39 42 
Other urban area‘........... 38 37 35 33 41 37 39 37 38 39 40 40 36 32 38 32 
ep a ee 20 















Education of head of posuting< unit: 
Grammar school . 





SEC ER ts ~ i 100 


Number of cases... .........++:- 3,512 

























732 | 622 






























































1 Less than one-half of 1 per cent. 
? Data not available. 
* The 12 largest cities in the United States and their surrounding suburban and rural areas. 
* Includes cities of 2,500 population or more, but not metropolitan. 

* Includes towns of less than 2,500 population and open country. 


Norte.—Details may not add to totals because of rounding. 
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TasLe 16 
Income DistriputTion oF SpeNpING Units Havine Speciriep Cuaracreristics, 1949? 
[Per cent] 





Annual money income before taxes 





Characteristic of spending unit All 


income 
groups 


$1 ,000- 
$1,999 


$2 ,000- ‘ $4 ,000- 
$2,999 $4,999 





All spending units 


Number of persons in spending unit: 


779 
777 
670 
495 
419 


310 
185 


Education of head of spending unit: 
Grammar school. . 321 
High school ,371 

706 


Place of residence of spending unit: 
Metropolitan area ? 
Other urban area * 
Rural area ¢ 


1,157 
1,253 
1,102 














9 
13 
15 


16 


15 7 
13 1 10 5 
4 


1 
23 6 7 























' For comparable 1948 data, see July 1949 BULLETIN, p. 792; for 1945 data, see U. S. Department of Agriculture, Division of Program 
Surveys, National Survey of Liquid Asset Holdings, Spending and Saving, Pt. 2, Tables 18, 19, and 20. 

? Includes the 12 largest cities in the United States and their surrounding suburban and rural areas. 

* Includes cities of 2,500 population or more, but not metropolitan. 


‘ Includes towns of less than 2,500 population and also open country. 


money income of farmers. 
Note.—Details may not add to totals because of rounding. 


Tasie 17 


Income RECEIVED FROM UNINCORPORATED FARM AND 
NonrarM Businesses, 1949 anp 1948 





Percentage distribution 





Spending units 
receiving any 
income from 

unincorporated 

nonfarm businesses 


Amount of 


i ar 0 ore * 
net income Farm operator 





1949 1948 





PID sYSEUWoAS 


Negative 


$1,000-$1,999 
$2,000-$2,999 
$3,000-$3,999 
$4,000-$4,999 
$5,000-$9,999 
$10,000 and over 
Not ascertained 





ee 





Number of cases 

















' Amounts of income refer to farm income only. These figures 
are especially influenced by exclusion of nonmoney income of 
farmers. 


964 


These figures are especially influenced by exclusion of non- 
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DisTRiBUTION oF Tota Monty INCOME BEFORE AND AFTER 
Feperat Income Tax, sy Income Groups BEFORE Tax, 1949 





Percentage of total 
money income 





Percent- 
age of 
spending 
units 


1949 annual money 


income before taxes After Federal 


income tax 
(disposable 
income) ! 


Before 
Federal 
income 




















! Money income after deduction of estimated Federal personal 
income tax liability. See appendix, pp. 961-62 for method of esti- 
mating disposable income. Money income figures exclude capital 
gains or losses and tax estimates make no allowance for such 
gains or losses. 
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Tasie 19 


Income GrouPpING OF Famity Units anp Money INcoME 
BEFORE AND AFTER FEDERAL Income Tax, 1949 

















[Percentage distribution] 
Family units! Total money income 
Income group Before fl Before ia. 
Federal | income tax | Federal | income tax 
income : income : 
can (disposable com (disposable 
income)? income)? 
Under $1,000. ..... 13 13 2 2 
$1,000-$1,999...... 15 16 6 7 
$2,000-$2,999...... 18 22 12 16 
$3, ,999...... 19 19 18 19 
$4, ae 12 12 14 16 
$5,000-$7,499...... 15 12 23 21 
$7,500-$9,999...... 4 3 } 25 } 19 
$10,000 and over... 4 3 
All income groups 100 100 100 100 
Median income.... . $3,100 $2,950 
Mean income......| $3,760 $3,460 

















' Includes single-person families. 

2 Money income after deduction of estimated Federal personal 
income tax liability. See appendix, pp. 961-62 for method of 
estimating disposable income. Money income figures exclude 
capital gains or losses and tax estimates make no allowance for 
such gains or losses. 


Taste 20 


EstiMaTeD FeperaL Persona INcomeE Tax LIABILITY OF 
Famity Units, 1949, 1948, ann 1947? 


(Percentage distribution of family units] 











Estimated tax liability * 1949 1948 1947 
CR cis eCb 05d pa vb ene ooh 34 32 29 
is akin pag noc esi ae 6 5 5 

UE S64 » @ Gdn b tinmibaled 7 x 7 
$100-$199.................. 12 13 12 
Diksha eke xelectone A 25 25 25 

Re dhbe SOC OreeH sobs 11 12 15 
$1,000-$1,999............... 3 3 4 
Ee eee 1 2 

$5,000 and over............. (®) 1 1 
FS eee 100 100 100 














1 Includes single-person families. 


? Tax liability apart from capital gains or losses. Money in- 
come figures exclude capital gains or losses and tax estimates make 
no allowance for such gains or losses. 


3 Less than one-half of 1 per cent. 


Note.—The schedule of Federal personal income taxes was 
revised in 1948 in a manner which tended to lower liabilities at all 
levels of the income distribution. For the most part, the down- 

shift in tax liabilities reflects this revision. However, 
methods of working out the tax estimates have been improved. 
These changes in method tend to lower slightly the level of 1948 
and 1949 tax liabilities as compared with those for 1947. 
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ESTIMATED LIQUID ASSET HOLDINGS OF INDIVIDUALS AND BUSINESSES: 








Both individuals and businesses increased their 
liquid asset holdings during 1949. The increase for 
individuals was estimated at 2.8 billion dollars com- 
pared with 1.9 billion in 1948; that for businesses 
at 1.0 billion. For the first year since 1945 business 
as a whole registered an increase. Unincorporated 
businesses drew down their liquid assets for the 
fourth successive year but an increase in corporate 
holdings, more than offset this decline. 

Estimates of liquid asset holdings of individuals 
and businesses as of December 31, 1949, and for 
end-of-year and selected midyear dates from De- 
cember 1939 to December 1949, are presented in 
the accompanying table. These estimates cover the 
principal assets which are most readily convertible 
for use and for which there are representative statis- 
tics of ownership. Currency and demand deposits 
are the basic forms of cash ordinarily used, and 
under existing practices time deposits, shares of sav- 
ings and loan associations, and United States Gov- 
ernment securities are readily convertible into cash. 

Notwithstanding the increase in liquid asset hold- 
ings of individuals in 1949, total personal saving as 
estimated by the Department of Commerce showed 
a substantial decline. This decline was manifested 
in net disinvestment by owners of unincorporated 
farm and nonfarm enterprises. Nonliquid saving 
by households, according to Commerce and Federal 
Reserve data, appears to have been substantially the 
same in amount and form in 1948 and 1949. The 
major forms continued to be nonfarm houses pri- 
marily for owner occupancy, insurance and pension 
reserves, and securities of corporations and State 
and local governments. Personal indebtedness 
other than mortgage debt rose approximately as 
much in 1949 as in the preceding year. 

The reduction of liquid asset holdings by unin- 
corporated businesses was less in 1949 than in pre- 
vious postwar years because of the curtailment of 
net investment. The expansion of holdings by cor- 
porations—especially large corporations, which was 
larger in 1949 than in any earlier postwar year, was 
primarily due to the change from substantial ex- 
pansion to substantial contraction of inventories and 
customer receivables. 

‘A detailed description of the methods used to obtain the 
estimates, together with the basic worksheets, may be secured 


from the Division of Research and Statistics, Board of Gov- 
ernors of the Federal Reserve System, Washington 25, D. C. 
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Administrators of personal trust funds continued 
to reduce the proportion of trust assets held in 
liquid form. In 1949, increases in liquid assets ( pri- 
marily United States Government securities) con- 
stituted only one-third of the net increase in total 
assets of these funds, as compared with one-half in 
1948 and two-thirds in 1947. This decline reflected 
in part the greater opportunities for investment and 
greater legal latitude given to administrators of 
these accounts in recent years. “Other” personal 
holdings of the two most liquid types of assets— 
currency and demand deposits—were reduced for 
the second consecutive year, but the reductions were 
somewhat less than in 1948. Liquid funds con- 
tinued to be directed into United States Govern- 
ment securities, savings and loan shares, and time 
deposits. Although the net increase in holdings of 
United States Government securities by individuals 
was greater in 1949 than in any year since 1945, the 
number of consumer spending units holding these 
securities continued to decline. According to the 
fifth Survey of Consumer Finances conducted early 
this year, roughly 1.5 million fewer spending units 
held such securities at the beginning of 1950 than 
a year earlier.* 

The estimates presented in the accompanying 
table include liquid assets held by individuals (in- 
cluding farmers), unincorporated businesses, and 
corporations other than insurance companies. They 
do not include holdings by Federal, State or local 
governments, Government agencies, foreigners, 
banks, savings and loan associations, insurance com- 
panies, or nonprofit associations. The estimates are 
approximations of amounts shown or implied in ac- 
counting records of the holders rather than those 
reported by banking and Treasury records, although 
they are derived primarily from bank and Treas- 
ury reports. The deposit estimates, therefore, dif- 
fer somewhat from the figures reported by banks 
and regularly published among banking statistics. 

The basic classifications used and method of esti- 
mating are the same as those employed previously. 
Some small revisions have been made in the esti- 
mates for December 1948 and June 1943.° 


* The survey data on liquid assets will be presented in a 
subsequent issue of the BuLLETIN. 


* See Federal Reserve Buttetins for June 1945, February 
1946, November 1946, September 1947, June 1948, and 
July 1949 for previously published estimates. 
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[In billions of dollars] 
1939 | 1940 | 1941 1942 1943 1944 1945 1946 1947 | 1948 | 1949 

Type of holder 

Dec. | Dec. | Dec. | June | Dec.| June | Dec. | June | Dec. June | Dec. | June | Dec. | Dec. | Dec. | Dec.? 
Total 8. ...00ssceu babes St 69.0) 74.7) 85.4) 94.6/116.2) 137.2] 156.4] 175.5) 195.9] 212.9] 227.5] 228.5 231.5) 237.0/ 238.1) 241.9 
CussORGl. saccades ois ssins 5.8} 6.6) 8.9} 10.2) 13.1) 15. 18.0} 20.0) 22.6) 24.2] 25.5] 25.5] 25.7] 25.4] 24.6] 23.9 
Demand deposits?........ 20.9) 24.6) 27.9) 30.9) 36.8) 44.0] 47.1] 47.9] 53.1] 56.0] 60.2] 62.5] 64.6 66.2) 64.5) 63.8 
Time deposits............. 26.3) 26.9) 26.9} 26.5) 27.7] 29.6] 32.0} 35.0] 39.0) 43.5] 47.7] 50.9] 53.0 55.2} 56.1} 56.8 
Savings & loan shares ?.... 4.0) 4.2) 4.5) 4.6) 4.8 5.1 5.4 5.8 6.2 6.7 7.2 7.8 8.4 9.6; 10.8) 12.2 
U. S. Govt. securities 4... .. 12.0} 12.4] 17.2) 22.4) 33.8] 43.5] 53.9] 66.8] 75.0} 82.5) 86.9] 81.8! 798 80.6) 782.1) 85.2 
Business holdings—total...| 19.4) 22.3] 25.9] 29.5 39.4) 49.5) 55.9) 62.9) 67.5) 72.3) 73.0] 69.6) 66.3) 64.7] 63.9] 64.9 
Cups 6 « Vitia ns e+e pss 1.6) 1.7) 2.1] 2.3) 2.8 3.1 3.6 3.9 4.3 4.5 4.7 4.8 4.9 4.8 4.7 4.6 
Demand deposits.......... 12.5) 15.5] 16.6) 18.6) 21.7; 27.5} 28.9] 29.4] 31.3] 33.7] 33.7] 34.7] 33.5] 33.9 733.7) 34.0 
Time deposits............ 2.0) 2.0) 2.0) 2.0) 2.1 2.2 2.3 2.5 2.7 2.9 3.1 3.2 3.4 3.5 3.5 3.5 
Savings & loan shares. ..... 0.1; O.1] O.1) O.1) O.1 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.4 
U. S. Govt. securities......] 3.2} 3.0} 5.1] 6.5] 12.7] 16.5] 20.9] 26.9] 20.0] 31.0] 31.3] 26.6 24.2} 22.2] 21.7) 22.4 
Corporations—total.........| 13.0) 15.0| 17.4| 19.6) 27.1| 34.2] 38.61 43.1| 44.7 47.2| 45.1| 41.9| 38.9| 38.2) 38.7| 40.1 
Cam. or inc} a ‘3 0.7; 0.7} 0.8} 0.8] 0.8 0.8 0.9 0.9 0.9 0.9 0.9 1.0 1.0 1.0 1.0 1.0 
Demand deposits. .... --| 9.5) 11.7) 12.4) 13.8] 16.0} 20.0) 20.9) 21.4) 22.1] 24.0} 22.1] 22.9] 21.8] 22.2] 2217 28.0 
Time deposits........... 0.7; 0.7) 0.7) 0.7) 0.7 7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 
Savings & loan shares... ’ eC ee rest BE 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 
U. S. Govt. securities. . . 2.1] 1.9] 3.5 3} 9.6) 12.6) 16.0) 20.0) 20.9) 21.5) 21.3) 17.2] 15.3] 14.2] 14.2] 153 
Financial corporations— 

Se 7 60. Oe 8.42 7.8 3.1 3.4 3.8 4.1 4.8 4.7 4.4 4.3 4.5 4.8 
Demand deposits... .. 1.0] 1:84¢6.8 1:8 14.2 1.3 1.3 1.3 1.5 1.6 2.0 2.1 2.1 2.2 2.2 2.3 
Time deposits........ 0.1} O.1f O.1] O.1] Of 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 
U. S. Govt. securities 0.5; 0.5} O.8; 1.0) 1.2 1.4 1.7 2.0 2.2 2.4 2.7 2.5 2.2 2.0 2.2 2.4 

Nonfinancial corporations 

QE sii eis oe oh 11.3) 13.2) 15.2) 17.2) 24.6) 31.4) 35.5) 39.7} 40.9] 43.1] 40.3] 37.2] 34.5] 33.9] 34.2] 35 3 
Currier dd vee oie om 0.7; 0.7) 0.8} 0.8) O08 0.8 0.9 0.9 0.9 0.9 0.9 1.0 1.0 1.0 1.0 1.0 
Demand deposits. ...... 8.4) 10.5] 11.1) 12.5) 14.8) 18.7] 19.6] 20.1] 20.6) 22.4) 20.1) 20.8) 19.7 20.0} 20.5) 20.7 
Time deposits... ... yet 0.6) 0.6) 0.6) 0.6 6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 
Savings & loan shares. . . ; naka rie , 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 
U. S. Govt. securities. . . 1.6) 1.4) 2.7) 3.3) 8.4) 11.2] 14.3] 18.0} 18.7) 19.1] 18.6] 14.7] 13.1] 12.2] 12.0] 12.9 

Unincorporated business— 

MR ties aes PY eS 6.4) 7.3} 8.5} 9.9) 12.3) 15.3) 17.3| 19.8| 22.8| 25.1) 27.9| 27.7) 27.4) 26.5) °25.2 24.8 
CUNNRS Finca cc ae ck woe 0.9] 1.0) 1.3) 1.5) 2.0 2.3 2.7 3.0 3.4 3.6 3.8 3.8 3.9 3.8 3.7 3.6 
Demand deposits. . 3.0) 3.8) 4.2] 4.8] 5.7 7.5 8.0 8.0 9.2 9.7) 11.6) 11.8) 11.7] 11.7] *11.0) 11.0 
Time deposits.......... 1.3} 1.3] 1.3] 1.3] 1.4 1.5 1.6 1.8 2.0 2.2 2.4 2.5 2.7 2.8 2.8 2.8 
Savings & loan shares....| 0.1) 0.1] O.1] O.1] O11 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.3 
U.S. Govt. securities....] 1.1) 1.1] 1.6) 2.2] 3.1 3.9 4.9 6.9 8.1 9.5) 10.0 9.4 8.9 8.0 Ss 7.1 

Personal holdings—total...| 49.6| 52.4) 59.5] 65.1| 76.8] *87.7| 100.5] 112.6| 128.4 140.6) 154.5) 158.9) 165.2) 172.3)°174.2| 177.0 
CONN i intmie uh cic tee: 4.2} 4.9) 6.8) 7.9) 10.3] 41.9) 14.4) 16.1 18.3} 19.7) 20.8) 20.7) 20.8) 20.6] 719.9] 19.3 
Demand deposits......... 8.4) 9.1) 11.3) 12.3) 15.1] 16.5} 18.2} 18.5) 21.8} 22.3} 26.5] 27.8] 31.1] 32.3} 30.8] 298 
Time deposits. .......5..<- 24.3) 24.9) 24.9) 24.5) 25.6) 27.4) 29.7) 32.5] 36.3] 40.6] 44.6] 47.7) 49.6] 51.7] 52.6] 53.3 
Savings & loan shares... .. 3.9) 4.1) 4.4) 4.5] 4.7 4.9 5.2 6 6.0 6.5 7.0 7.5 8.1 9.3) 10.5) 11.8 
U. S. Govt. securities......} 8.8] 9.4] 12.1] 15.9] 21.1] 27.0] 33.0] 39.9] 46.0] 51.5 55.6} 55.2) 55.6) 58.4) "60.4| 62.8 
Trust funds—total*........| 4.5] 4.7] 5.6] 6.2) 6.9 8.4) 10.0) 11.7| 13.4| 14.7| 15.9| 17.8| 19.4) 21.6) 22.9| 23.9 

Demand deposits........ 1.2) 1.3) 1.4) 1.3) 1.2 1.2 1.3 1.3 1.4 1.5 1.6 1.8 1.7 1.6 1.6 1.5 
Time deposits........... 0.2} 0.3} 0.3) 0.2) 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.5 0.5 
Savings & loan shares....|.....].....]..... 0.1) 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2 
U. S. Govt. securities....}| 3.1] 3.1] 3.9] 4.6] 5.4 6.9 8.4) 10.1] 11.7] 12.9) 14.0) 15.6) 17.2) 19.5] 20.6) 21.7 
Other personal—total 7... .. . 45.1) 47.7| 53.9) 58.9) 69.9) *79.3| 90.5| 100.9| 115.0) 125.9) 138.6) 141.1) 145.8) 150.7\7151.3| 153.1 
CaO, 5 ids sin ht hii ik 4.2) 4.9) 6.8) 7.9) 10.3) 11.9) 14.4) 16.1] 18.3} 19.7] 20.8] 20.7) 20.8] 20.6] 719.9] 19.3 
Demand deposits... .... 7.2) 7.8} 9.9) 11.0) 13.9] *15.3) 16.9} 17.2] 20.4] 20.8] 24.9] 26.0] 29.4] 30.7] 20.2] 283 
Time deposits........... 24.1) 24.6) 24.6) 24.3) 25.4) 27.2] 29.5} 32.3} 36.1} 40.4) 44.4] 47.4] 49.3] 51.4] 52.1] 52.8 
Savings & loan shares....| 3.9) 4.1] 4.4] 4.4] 4.6 4.8 5.1 5.5 5.9 6.4 6.9 7.4 7.9 9.1} 10.3) 11.6 
U. S. Govt. securities. . 5.7} 6.3} 8.2] 11.3) 15.7] 20.1] 24.6] 29.8] 34.3] 38.6] 41.6] 39.6] 38.4] 38.9] -30.8| 41.1 




















’ Revised. 

? Preliminary. 

' Figures for banks, insurance companies, savings and loan associations, nonprofit associations, foreigners, and governmental bodies and 
agencies are not included in the totals shown. 

* These figures are estimates of demand deposit balances as they would appear on the records of depositors. They differ from figures based 
on bank records such as given in regular banking statistics. Depositor-record estimates are lower than bank-record estimates; for example, total 
demand deposits as of Dec. 31, 1949 on a holder-record basis (see table) amounted to 63.8 billion dollars while on a bank-record basis these deposits 
amount to 77.9 billion. This is because checks are constantly in the mail, i. e., deducted on a payor’s records and not yet added on payee's records. 
and because checks are constantly in the process of collection, i. e., added to payee’s deposits as per bank records and not yet deducted from 
payor's deposits as per bank records. 

- * Private share capital in all operating savings and loan associations including private repurchasable shares, deposits, and investment cer- 
ufhicates, 

‘ Includes outstanding amounts of excess profits tax refund bonds beginning December 1945, as follows, in millions of dollars: 1128; 58; 29; 
12,7; 4. Armed forces leave bonds are included beginning December 1947, as follows, in millions of dollars: 767; 464; 343. 

* Includes real estate companies, finance and credit companies, insurance agencies (not carriers), investment trusts, security brokers and 
dealers, holding companies not otherwise classified, etc. ; 

* Includes only amounts administered by corporate trustees. 

’ Includes holdings of farmers and professional persons. 
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REPORT OF THE NATIONAL ADVISORY COUNCIL ON 
INTERNATIONAL MONETARY AND FINANCIAL PROBLEMS 
OCTOBER 1, 1949-MARCH 31, 1950 











The report given below was transmitted by the 
President to Congress on July 25, 1950. In addi- 
tion to the text reprinted here, the report contains 
several charts and appendixes. The appendixes con- 
tain detailed information on postwar United States 
Government financial assistance to foreign countries, 
gold transactions between the United States and 
other countries covering the five-year period January 


1, 1945, through December 31, 1949, gold and 
short-term dollar resources of foreign countries, and 
membership and resources of the International 
Monetary Fund and the International Bank for 
Reconstruction and Development. Copies of the 
full report may be obtained from the National Ad- 
visory Council on International Monetary and 
Financial Problems, Washington 25, D. C. 


I. ORGANIZATION OF THE COUNCIL 


Sratutory Basis 


The National Advisory Council on International 
Monetary and Financial Problems was established 
by the Congress in the Bretton Woods Agreements 
Act (59 Stat. 512, 22 U.S.C. 286b), approved July 
31, 1945. The statute directed the Council to co- 
ordinate the policies and operations of the repre- 
sentatives of the United States on the International 
Monetary Fund and the International Bank for 
Reconstruction and Development, the Export-Im- 


port Bank of Washington, and all other agencies of 
the Government “to the extent that they make or 
participate in the making of foreign loans or en- 
gage in foreign financial, exchange or monetary 


transactions.” The Council was also directed to 
advise and consult with the President and the 
United States representatives on the Fund and the 
Bank on major problems arising in the adminis- 
tration of the Fund and the Bank; and to recom- 
mend to the President general policy directives for 
the guidance of the representatives of the United 
States on the Fund and the Bank. The Council 
was given certain additional duties with regard to 
the economic assistance program, and the Bretton 
Woods Agreements Act was amended by Section 
106 of the Foreign Assistance Act of 1948 (62 Stat. 
Ch. 169, 22 U.S.C. 286b (a)), approved April 3, 
1948, to include the Administrator for Economic 
Cooperation as a member of the Council for the 
duration of this office. 

In June 1949, the Bretton Woods Agreements Act 
and the National Bank Act were amended (63 
Stat. 298, 12 U.S.C. 24, 22 U.S.C. 286k-1, 286k-2), 
to permit wider dealing in and underwriting of 
International Bank securities and to exempt such 
securities from the Securities Acts. The legislation 
also authorized the Securities and Exchange Com- 
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mission, acting in consultation with the Council, to 
suspend the exemption of International Bank se- 
curities from the Securities Acts. 

The relevant portions of the Bretton Woods 
Agreements Act, the Foreign Assistance Act of 
1948, and amendments to the National Bank Act 
and the Bretton Woods Agreements Act are pre- 
sented in Appendix A." 


REportTs 


Since its first meeting on August 21, 1945, the 
Council has submitted 11 formal reports, including 
two special biennial reports on the operations and 
policies of the International Monetary Fund and 
the International Bank.? The present report covers 
the activities of the Council from October 1, 1949, 
to March 31, 1950. 


MEMBERSHIP 
The members of the Council, according to law, 


* Appendixes are omitted here but are part of the complete 
report submitted to Congress. 

® The two special reports were transmitted by the President 
to the Congress on May 17, 1948 (H. Doc. No. 656, 80th 
Cong., 2d sess.) and May 31, 1950 (H. Doc. No. 611, 81st 
Cong., 2d sess.). The remaining reports were transmitted 
on Mar. 1, 1946 (H. Doc. No. 489, 79th Cong., 2d sess., 
subsequently included as Appendix B to H. Doc. No. 497, 
79th Cong., 2d sess.); Mar. 8, 1946 (H. Doc. No. 497, 
79th Cong., 2d sess.); Jan. 13, 1947 (H. Doc. No. 53, 80th 
Cong., Ist sess.); June 26, 1947 (H. Doc. No. 365, 80th 
Cong., Ist sess.); Jan. 19, 1948 (H. Doc. No. 501, 80th Cong., 
2d sess.); Aug. 3, 1948 (H. Doc. No. 737, 80th Cong., 2d 
sess.); Mar. 14, 1949 (H. Doc. No. 120, 81st Cong., Ist 
sess.); July 5, 1949 (H. Doc. No. 250, 81st Cong., Ist sess.); 
and Jan. 20, 1950 (H. Doc. No. 450, 81st Cong., 2d sess.). 
[ The texts of most of these reports have been published in the 
Federal Reserve Butietin shortly after submittal to Con- 
gress. | 
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during the period under review, were the following: 


The Secretary of the Treasury, John W. Snyder, 
Chairman. 

The Secretary of State, Dean Acheson. 

The Secretary of Commerce, Charles Sawyer. 

The Chairman of the Board of Governors of the 
Federal Reserve System, Thomas B. McCabe. 
The Chairman of the Board of Directors of the 

Export-Import Bank, Herbert E. Gaston. 
The Administrator for Economic Cooperation, Paul 
G. Hoffman. 


By agreement, the following served as alternates: 


William McChesney Martin, Jr., Assistant Secretary 
of the Treasury. 

Willard L. Thorp, Assistant Secretary of State for 
Economic Affairs. 

Thomas C. Blaisdell, Jr., Assistant Secretary of 
Commerce. 

M. S. Szymezak, Member of the Board of Governors 
of the Federal Reserve System. 

Hawthorne Arey, Vice Chairman of the Board of 
Directors of the Export-Import Bank. 

William C. Foster, Deputy- Administrator, Eco- 
nomic Cooperation Administration. 


C. Dillon Glendinning is the Secretary of the 
Council. 


The United States Executive Directors of the 
International Monetary Fund, Frank A. Southard, 
Jr., and of the International Bank for Reconstruc- 
tion and Development, William McChesney Martin, 
Ir., or their Alternates, regularly attended the meet- 
ings of the Council. 


Taste I 
Unirep States BALANCE oF PAYMENTS 
Jury 1, 1945—Decemser 31, 1949 
[In millions of dollars] 





Means of financing 





Total 
imports 
of goods 

and 
services 


Liquida- 
tion of 


dollar 
assets * 





Total postwar) 
1945—July-Dec 


1946—Jan.-June. . 
uly-Dec.. . 


1947—Jan.-June. . 
uly-Dec... 


1948—Jan.-June..| 8,806 
uly-Dec...| 8,286 


1949—Jan.-June..| 8,765 
July- ...| 7,191 


74,786 
7,201 
7,235 


39 , 466 6,099 | 3,758 
4,143 4—1,077 506 


3,328 ’ 823 515 
7,506 3,635 1,109 354 


10,068 4,091 3,327 2,378 272 
9,728 4,198 ,515 2,084 931 


2 
4,980 | 2,302 854 670 
5,376 | 2,766 4—74 218 
3 
2 


4,968 337 364 96 
4,747 ,610 | 4* —362 196 























i Data on U. S. Government sources (net) presented in this table 
differ from U. S. Government aid in Table IV and the statistical 
ap ix for the following reasons: 

a) Data in the above table are net of unilateral transfers to the 
United States, capital repayments, etc., whereas gross data appear 
in Table IV. 

b) Pensions, annuities, claims of individuals, etc., are included 
in this calculation of net sources, but are excluded in Table IV. 

a Included in the calculation of net sources are lend-lease 


ments and merchant ship deliveries, whereas aid appearin, 
nip dant 


ble IV is based on lend-lease billings and mortgages 
both of which las As a result of these . net source figures re- 
ported for the earlier period in the above ta le exceed those appear- 
ing in Table IV 
? Figures in this table differ from those which could be derived 
from Table V principally because Table I includes gold sold out 
current uction abroad, as well as liquidation of existing 
foreign holdings. 

3 Includes dollar disbursements by the International Monetary 
Fund and the a Bank, U. S. net private remittances, 

S. net private long- and short-term capital outflow, and errors 
and omissions. 

‘ Net foreign acquisition of dollar assets and | gaocheme of gold 
from the United States, resulting from an excess of financ- 
ing over exports. 

Source: U. S. Department of Commerce. 


II. UNITED STATES BALANCE OF PAYMENTS IN THE POSTWAR PERIOD 


A basic concern of foreign nations in the postwar 
period has been that of the means of financing re- 
quired imports from the United States. Between 
July 1945 and December 1949, total United States 
exports of goods and services amounted to 74.8 
billion dollars, while total imports amounted to 
39.5 billion dollars, or 53 per cent of that figure. 
The remainder of the necessary financing was 
provided chiefly from United States Government 
sources, largely credits and grants, of 25.5 billion 
dollars, or 34 per cent, and liquidation of foreign 
gold and dollar assets of 6.1 billion dollars, or 8 
per cent. These three main components of the 
balance of payments—foreign trade, Government 
aid, and changes in gold and dollar assets—are dis- 
cussed briefly in the following sections. 


Aucust 1950 


Unrrep Srates Foretcn TRADE 


United States exports of goods and services, al- 
ready at a high level, reached a postwar peak in the 
middle of 1947, and subsequently declined rather 
steadily. Imports reached their high point in the 
latter part of 1948, dropped somewhat in 1949, but 
increased again in the early part of 1950. In each 
postwar year through 1949, however, the excess of 
United States exports over imports has been over 
6 billion dollars. 

United States exports of goods and services in 
1949 amounted to 16.0 billion dollars as compared 
with imports of 9.7 billion dollars. As indicated in 
Table II, the surplus of United States exports over 
imports was narrowed to an annual rate of 4.4 bil- 
lion dollars in the fourth quarter of 1949 while in 
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Taare Il 


Unrrep States Exports anp IMports or Goops AND SERVICES 


Jury 1, 1945—-Marcn 31, 1950 
{Quarterly figures in millions of dollars] 





Exports | Imports 





77,976 
7,201 


3,851 
3,350 


14,741 
3,338 
3,897 
3.784 
3,722 


19,7% 


42,003 
4,143 


2,248 
1,895 


1945—six months 
July-Sept........ 
Oct.-Dec.. . . 











1948—total 





Jan.-Mar...... 
Apr.-June... 
July-Sept.... 
Oct.-Dec. . 


1949—total. 
Jan.-Mar... 


Apr.-June. . 
ee. ren 
Oct. 





3,190 














Source: U. S. Department of Commerce. 


the first quarter of 1950 the difference was further 
reduced to an annual rate of 2.6 billion dollars per 
year. This sharp decline may not continue through 
1950. Nevertheless, it compares with the 1948-49 
average excess of United States exports over im- 
ports of 6.5 billion dollars. Thus, the change in 
trade since September 1949 has had the effect, at 
least temporarily, of sharply reducing the over-all 
trade deficit of foreign countries with the United 
States. 

The period between September 1949 and March 
1950 is too short to permit an appraisal of the ulti- 
mate effects of the currency devaluations which oc- 
curred in the fall of 1949. It is also difficult to 
separate, statistically, the effects of devaluation on 
the foreign trade of the United States from the 
effects of measures to conserve dollar exchange, 
such as exchange and import restrictions and bi- 
lateral trade agreements. The devaluation of for- 
eign currencies vis-a-vis the dollar was responsible, 
at least in part, for an improvement in the balance- 
of-payments position of the devaluing countries, 
including the ERP countries, which were able to 
increase the volume of their merchandise exports. 
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The United States share of world merchandise 
exports has increased both in quantitative and in 
value terms above prewar levels, our exports during 
1949 accounting for about one-fifth of total world 
exports and our imports amounting to about one- 
eighth of world imports. While this country is 
presently the greatest single exporting nation in the 
world, the Western European countries, most of 
which are participants in the European Recovery 
Program, accounted for about one-third of total 
world exports in 1949 and about two-fifths of world 
imports. The percentage of foreign trade to the 
gross national product, moreover, is relatively small 
for the United States as compared with other major 
trading nations. 

One of the salient features of changes in world 
trade during the postwar period, as compared with 
prewar, has been the increased amount of trade 
between the United States and other nations of the 
Western Hemisphere. Another factor, which has 
represented a shift in the postwar world trading 
pattern as compared with prewar, has been the 
decline in the positions of both Germany and Japan 
as major trading nations. In addition, a number 
of other countries, severely affected by the war, 


Tasce III 


DistTRIBUTION OF ToTaL Wortp TrapeE, Postwar, 
Prewar, By GeocraPHic AREA * 


[Values expressed in millions of U. S. dollars] 


AND 





EXPORTS (F.O.B.) 





1949 1938 





Amount | Per cent |} Amount | Per cent 





World total............|$57,129 | 100. \s22,137 


100.0 


United States 12, 21. . 14. 
Other Western Hemisphere} 9, 16. : 12. 


‘ope 22, 40. , 49. 
Intra-European trade....| 9 17. 23. 
Other European trade... . 23. : 26. 


Far East and Oceania , 14. ’ 17.: 
Africa and Middle , 848 8. : 5. 





IMPORTS (C.1.F.) 





World total 


United States 
Other Western Hemisphere 


62,709 | 100. 


7,529 12. 
9,160 14. 


29 ,887 47. 
10,071 16. 
19,816 31. 


9,139 14. 
6,994 11. 


Intra-European trade... 
Other European trade.... 


Far East and Oceania 
Africa and Middle East... 


=-A Ax ASO SO 
ue SAW CSO SO 




















1 Merchandise only (excluding services). 


Source: International Monetary Fund and Economic Coopera- 
tion Administration. 
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have been unable to supply their needs through ex- 
ports but have, in part, been dependent on foreign 
aid to maintain subsistence. The Western Eu- 
ropean countries imported the products of the West- 
ern Hemisphere to a greater extent than in the 
prewar period. The change in the pattern of world 
trade in the postwar period is reflected in Table III. 
In the early postwar period, the demand of war- 
devastated countries was largely for consumption 
goods. Later there was a shift in emphasis to re- 
construction and recovery programs, and the de- 
mand for capital goods increased, although many 
countries have continued their demands for con- 
sumption goods. Important United States exports 
include machinery, iron and steel manufactures, 
textiles, and such agricultural products as wheat 
and cotton. Major imports include newsprint, 
coffee, certain ores and metals, natural rubber, wool, 
and vegetable oils. The most important shift in 
the postwar foreign trade of the United States has 
been the tendency for this country to run a food 
export surplus, whereas in the prewar period the 
United States was a net importer of food. How- 
ever, it should be noted that the United States had 
abnormal exports in the early postwar years, par- 
ticularly in 1947, because of the transition abroad 
from a wartime to a peacetime economy, when non- 
recurring United States exports of such items as 
coal and certain agricultural products were essential 
to foreign economic recovery. Illustrative of this 
was the export of bituminous coal to certain areas 
of Europe which normally were able to meet their 
requirements from European sources. But the re- 
turn to a closer balance in conditions of supply and 
demand which was in evidence during 1949 was 
reflected in a decreased flow of United States ex- 
ports, particularly during the latter part of 1949. 
Invisibles, such as shipping and the foreign 
travel of American citizens, constitute a major com- 
ponent of the foreign trade of the United States. In 


Tas.ie IV 


Unitep Srates GOVERNMENT Foreicn Alp UTILIZED 
Jucy 1, 1945—Decemser 31, 1949 
By GrocrRaPHic AREA 


{In millions of dollars] 





Area Total Grants Credits 





25 ,932 
20,122 


18 ,539 
1,583 


15,688 
11,236 


10,121 8,418 
1,115 468 


10,244 
8 ,886 


Total, all areas 
Total, Europe 


ERP participants 
Other Europe 


si 4,567 3,786 781 
Latin America....... uate 398 33 365 
All other 845 633 212 

















Source: U. S. Department of Commerce. 
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prewar years, greater use was made of the ships of 
other countries than of those of the United States. 
During the early postwar period, American ship- 
g earnings were high because foreign nations 
had not wholly repaired war shipping losses, while 
United States tonnages had substantially increased. 
The larger participation of United States vessels in 
the carriage of American foreign trade and the 
large excess of United States exports over imports 
contributed to high shipping earnings. However, 
more recently a greater proportion of United States 
overseas trade has been carried in foreign ships. 
Other invisibles,’ particularly the foreign travel of 
American citizens, are of significance in financing 
United States exports. ' 


Foreicn Arp 


As pointed out in the preceding Report of the 
Council, funds authorized and appropriated for the 
immediate postwar programs of assistance were sub- 
stantially exhausted by mid-1948. By that time, the 
European Recovery Program had swung into oper- 
ation. In addition, there were continuing programs 
of aid such as that provided under Government and 
Relief in Occupied Areas. The normal lending 
activities of the Export-Import Bank were continued 
throughout the postwar period. The Mutual De- 
fense Assistance Program, military-economic in 
nature, was approved in October 1949, and ship- 
ments were begun in March 1950. During the 
latter part of 1949, there was some decline in the 
aggregate amount of foreign aid. However, United 
States Government foreign aid has not varied 
greatly in amount, averaging about 5.8 billion dol- 
lars per year since July 1945. 

The total of United States Government foreign 
aid, utilized during the period between July 1, 1945, 
and December 31, 1949, amounted to 25.9 billion 
dollars of which grants constituted approximately 
three-fifths, or 15.7 billion dollars and credits two- 
fifths, or 10.2 billion dollars (see Table IV). Almost 
three-fourths (18.5 billion dollars) of total assist- 
ance had been provided to ERP participants, with 
Asia the geographical area receiving the next largest 
share (4.6 billion dollars). The predominance of 
grant assistance during the past two years is ap- 
parent from the fact that utilized grant assistance 
amounted to 4.0 billion dollars in 1948 and 5.2 
billion dollars in 1949, as compared with utilized 
credit assistance of 1.6 billion dollars and 700 mil- 
lion dollars in 1948 and 1949, respectively. 


Foreicn Gotp AND Do.iar RESERVES 


As indicated above, the two principal means of 
financing United States exports have been the pay- 
ments accruing to foreigners as the result of United 
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States imports, and the provision of United States 
Government aid in the form of loans and grants. 
A third important means of financing balance of 
payments deficits has been through the use of for- 
eign gold and dollar resources. The reserve posi- 
tion of foreign countries had declined by about 4.8 
billion dollars from June 30, 1945, through De- 
cember 31, 1948 (see Table V). On December 31, 


Taste V 


Esrimatep Foreign Gotp anp SnHort-TermM Doar 
Batances, June 30, 1945—DecemsBer 31, 1949* 
By Gerocrapuic AREA 


{In millions of dollars] 





June End of year 


30 
1945 





1946 | 1947 | 1948 | 1949 





19,717)19,347/15,128/14,867|)15,214 
11,224)10,799| 8,545) 8,438) 8,479 


10,195| 9,695| 7,542| 7,630) 7,757 
1,029) 1,104) 1,003 08 722 


3,625) 3,642) 2,877) 2,744) 3,054 
2,291) 2,321] 2,081] 2,187) 2,044 
2,577| 2,585) 1,625) 1,498) 1,637 


Total, all areas........ 
Total, Europe............ 


ERP participants?...... 
Other Europe * : 


Latin America 
Asia and Oceania * 
All other 




















1 Excludes holdings of the International Monetary Fund, the 
International Bank, and other international organizations; also 
excludes U. S. S. R. gold holdings. 

2 Including dependencies except for Indonesian holdings which 
are included in Asia and nia. 

* Includes gold held by Tripartite Commission for the Restitu- 
tion of Monetary Gold. 

Source: Treasury Department and Board of Governors of the 
Federal Reserve System. 


1949, the estimated gold and short-term dollar 
holdings of foreign countries, excluding the gold 
holdings of the U.S.S.R., amounted to 15.2 billion 
dollars as compared with 14.9 billion dollars at the 
end of 1948. The increase during 1949 of about 
350 million dollars in monetary reserves represented 
a marked reversal of the previous postwar trend.* 
In recent years, the acquisition of gold by the United 
States has generally been in excess of annual world 
gold production. However, it may be noted that 
the flow of gold for settling balance-of-payments 
deficits could not be continued at this rate since 
few countries are substantial producers of gold and 
few have had gold and dollar resources adequate 
to serve as currency reserves and as working bal- 
ances for international transactions. 

Devaluation has been responsible, in part, for 


* The net difference between the 6.1 billion dollars referred 
to earlier as constituting liquidation of gold and dollar assets 
between July 1, 1945, and Dec. 31, 1949 (see Table I) and 
the 4.5 billion dollar reduction in foreign gold and dollar 
balances indicated in Table V is largely accounted for by 
sales of gold to the United States out of current foreign 
gold production. 
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changing the direction of the flow of gold and short- 
term capital between the United States and foreign 
countries. For the six-month period ending on 
March 31, 1950, foreign countries increased their 
gold and short-term dollar holdings, through trans- 
actions with the United States, by more than the 
losses which they had sustained during the first 
three quarters of 1949. In addition to these gains, 
the reserves of foreign countries were also aug- 
mented by new gold production. 


Unirtep States INVESTMENTS ABROAD 


From the end of 1945 to the end of 1949, United 
States private investments abroad increased nearly 
one-third or about 4.6 billion dollars. Over the 
same period United States Government investments 
—a large part of which were directed to the Eu- 
ropean countries—rose from 2.1 billion to 13.5 
billion dollars.* A large part of the additional post- 
war private investment was made up of reinvested 
earnings. Such income was largely derived from 
overseas petroleum production and from American 
manufacturing and mining enterprises in foreign 
countries, 


Tasie VI 


Unirep States INVESTMENTS ABROAD IN THE PosTWAR 
PEeRiop 


{In billions of dollars] 





End of year 





Type of investment 


1945 | 1946 | 1947 | 1948 





29.0 


17.0 
12.0 


16.8 | 20.7 


14.7 15.6 
U. S. Government..........| 2.1 5.1 


31.3 


18.3 
13.0 








Private United States investments abroad are 
predominately long-term, and include a large pro- 
portion of direct investments. United States Gov- 
ernment investments abroad have resulted mainly 
from the extension of loans and credits and are thus 
also very largely long-term. United States private 
investment in ERP countries increased very little 
in the postwar period, and presently constitutes 
about 20 per cent of total private investment abroad. 
On the other hand, United States Government in- 
vestment in ERP countries has increased much 
more rapidly than in the rest of the world, and 
comprises about 60 per cent of public investment 
abroad. 


*Exclusive of World War I debts, which are likewise 
excluded from Table VI. 
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While the recent devaluations tended to reduce 
the transfer problem with respect to private equity 
investment, they had a tendency to increase the local 
currency burden of servicing debt denominated in 
dollars. This particularly affects ERP countries 


where most of the debts owing to the United States 
Government are concentrated. The total foreign 
debt service owing to the United States Government 
on existing loans will increase from about 300 mil- 
lion dollars in 1950 to about 500 million in 1952, 





EvropeaAN Recovery ProcraM 


Appropriation request and proposed method of allo- 
cation for ERP, fiscal year 1951. During February 
1950, the Council concurred in ECA’s proposal that 
approximately 3 billion dollars should be recom- 
mended to the Congress as the appropriation re- 
quest for the European Recovery Program for the 
fiscal year 1951. In determining its appropriation 
request for this period, the ECA had based its 
calculations on a consolidated balance-of-payments 
projection for the recipient countries as a group, 
including an evaluation of commodity import pro- 
grams. The estimated dollar requirements repre- 
sented roughly 75 per cent of the 3.9 billion dollars 
in appropriation and authorization ECA had re- 
ceived for the fiscal year 1950. 

During the first two years of the European Re- 
covery Program aid to the individual countries was 
based upon the amounts indicated as necessary to 
restore and improve levels of internal production 
and consumption. In anticipation of the tapering- 
off of the program to its end on June 30, 1952, pro- 
posed allocations of assistance for the fiscal year 
1951 were based on proportionate shares of the 
amounts previously allotted to the individual 
countries. Also, it was planned that a central re- 
serve fund would be set aside to be utilized in con- 
nection with the proposed European Payments 
Union and in other ways to contribute to the 
liberalization of trade in Europe. 

The over-all estimate of ECA appeared reason- 
able in the light of anticipated dollar requirements 
for the recipient countries as a group for the fiscal 
year 1951. It was recognized that there would be 
variation in performance among countries, as in 
the past, with the possibility of corresponding 
fluctuations in reserves of the individual recipient 
countries. 

Proposed legislation was submitted by ECA to 
provide funds for the fiscal year 1951 totalling 2.95 
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III. ACTIVITIES OTHER THAN THOSE RELATING TO THE INTERNATIONAL MONETARY FUND AND THE 
INTERNATIONAL BANK 


and thereafter decline to a level somewhat in excess 
of 400 million per year. 

Foreign assets in the United States have varied 
very little in the aggregate in the postwar period, 
fluctuating around a level of about 17.0 billion 
dollars. These holdings mainly consist of short- 
term assets, such as dollar deposits and United 
States Government securities with short maturities. 

As of December 31, 1949, American-owned assets 
in foreign countries exceeded foreign-owned assets 
in the United States by more than 15 billion dollars. 





billion dollars, in addition to which it was re- 
quested that any balances unobligated as of June 
30, 1950, or the subsequent release of obligations 
(estimated at about 150 million dollars) be made 
available for obligation through the fiscal year 
1951. Of this total appropriation request, it was 
proposed that about 600 million be reserved to 
provide for the liberalization of European trade 
and payments, including the establishment of a 
European Payments Union, while the remaining 
funds would be primarily for direct country aid. 
In the ECA presentation to the Congress, it was 
stated that the main function of the proposed EPU 
would be “the development of transferability of 
European currencies and to promote the liber- 
alization of trade by participating countries with 
one another and with other countries.” * 

ECA {grants and loans. As indicated in Table VII, 
the bulk of ERP assistance has been in the form of 
grants. Moreover, the bulk of ECA loans, amount- 
ing to about | billion dollars, was negotiated dur- 
ing the first year of the program. In the fiscal 
year 1949, funds equal to that amount were avail- 
able only for the purpose of making loans or guar- 
anties. The Council considered that assistance for 
the fiscal years 1950 and 1951 should be predom- 
inantly on a grant basis but recommended that the 
Administrator for Economic Cooperation seek dis- 
cretionary authority with respect to the total 
amount appropriated for the program (exclusive 
of the amount provided for guaranties) to extend 


*On June 5, 1950, President Truman signed the Foreign 
Economic Assistance Act of 1950, which included authori- 
zation of new appropriations of 2.7 billion dollars for con- 
tinuation of the European Recovery Program for the fiscal 
year 1951. In addition, funds previously appropriated for 
ERP and unobligated as of June 30, 1950 (as well as funds 
subsequently released from obligation), were authorized for 
obligation in the fiscal year 1951. Furthermore, the authori- 
zation of 150 million dollars for guaranties, contained in 
the 1949 legislation, was increased to 200 million. 
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such assistance either on a grant or a loan basis. 
This action was designed to preserve Europe’s 
capacity to borrow through normal investment 
channels in the post-ERP period. 

For the fiscal year 1950, the Congress authorized 
150 million dollars for the purpose of extending 
loans to participating countries, a reduction from 
the 1 billion dollars of funds set aside for loan or 
guaranty authority for the fiscal year 1949. As of 
March 31, 1950, the Council had approved pro- 
posals by the Administrator for Economic Cooper- 
ation for allocations of new loans in the amount of 
approximately 106 million dollars for the fiscal 
year 1950, and it was anticipated that the Admin- 
istrator would shortly propose another allocation 
of the residual amount of the 150 million dollars 
authorized for loans, amounting to about 44 mil- 
lion. 

European Payments Union. During February 
1950, the ECA outlined to the Congress certain 
details with respect to the proposed European Pay- 
ments Union. The major objectives of the pro- 
posed Union, which is intended to replace the 
existing Intra-European Payments Plan, were 
stated by ECA as follows: 

“The replacement of bilateral by multilateral 
trade would be accomplished through a clearing 
system which would permit each member to off- 
set a deficit against any one member with a surplus 
against any other. Countries would not have to 


settle each deficit bilaterally with each other but 
would settle only their multilateral deficit with the 
Union, which would generally be smaller than the 
sum of their bilateral deficits. To discourage ex- 
cessive multilateral surpluses and deficits, the 
Union would require creditors to settle part of 
their surpluses with long-term loans to the Union, 
and debtors to settle part of their deficits with the 
Union in gold or dollars. Furthermore, a Board 
of Governors would have authority to adjust the 
working of these settlements arrangements and to 
use other means to induce countries to maintain 
a reasonable balance with the Union as a whole.” ° 

In its review of the proposal, the Council con- 
sidered that, in the establishment of the proposed 
Union, its operations should not conflict with obli- 
gations undertaken by the United States and other 
member governments to the International Mone- 
tary Fund and that the establishment of the Union 
on the regional basis proposed should not prevent 
any one participating country or group of partici- 
pating countries from moving as rapidly as possible 
toward currency convertibility and economic inte- 
gration independently of the rate of progress of 
other members of the proposed Union. 

Local currency accounts. As outlined in previous 
reports of the Council, participating countries re- 
ceiving assistance in the form of grants from ECA 


*ECA Budget Estimate, July 1, 1950—June 30, 1951, P. II, 
pp. 13 and 14. 
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ECA ALLOTMENTS To PartTicrpatinc Countries, Aprit 3, 1948—-Marcn 31, 1950, sy Type or Arp 


{In millions of dollars] 





Total 
allotments 
Apr. 3, 1948- 
Mar. 31, 1950 


Country 


|| conditional aid 


Loans, grants, and conditional aid 
April 3, 1948-June 30, 1949 


Total allot- 
ments, loans, 
grants and 





Conditional 


July 1, 1949- 
aid 


Mar. 31, 1950 Grants 


Loans 





7 


All ERP countries 


United Kingdom 
France and DOT. 


Germany (Fed. Rep.)! 
Netherlands and DOT .. ; ar 
Belgium-Luxembourg and Belgian DOT...... 


a 
Greece 
Denmark 


Norway 
SES 
Turkey.. 


I i i sal 
Portugal and DOT. 
Iceland : 


NOWS RAS COs B= OHO © 








4,209 .: 771. 
963 
,131. 
553. 


3,031 


798 
580. 
339 


260. 
253. 
220. 


334. 
9 
47.3 


97. 
11. 


516 
413 
3. 


149. 
124. 
70. 


80. 
35 
41 








CORD RWS BWR SON ON © 











1 ECA allotments exclude funds for government and relief in occupied areas. 


Source: Economic Cooperation Administration. 
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are required to deposit their own currencies in 
special accounts in amounts commensurate with 
the dollar costs of the grant aid received. There 
is no obligation to deposit local currency counter- 
part where countries receive assistance in the form 
of loans. Where assistance has taken the form of 
conditional aid, the country receiving ECA dollars 
has placed at the disposal of other participants its 
currency in the form of drawing rights. The coun- 
try receiving the drawing rights has made a com- 
mensurate deposit in a special local currency ac- 
count, 

Recipient countries make deposits in the special 
local currency accounts after notification by ECA, 
using conversion rates which are either the par 
values agreed to by the International Monetary 
Fund, or, where the country has no par value, a 
rate mutually agreed upon by ECA and the partici- 
pating country. 

During the six-month period ending March 31, 
1950, the Council reviewed requests for the release 
of counterpart funds in Austria, Belgium, Western 
Germany, France, Italy, the Netherlands, and Nor- 
way. The Council had previously reviewed re- 
leases for all of these countries except Belgium and 
Western Germany. Table VIII shows, as of March 
31, 1950, the status of counterpart funds under the 


Foreign Assistance Act of 1948 (as amended). 

Ninety-five per cent counterpart. The purposes 
for which 95 per cent counterpart funds have been 
used may be summarized briefly as follows: 

A. For monetary and financial stability. In the 
United Kingdom and Norway, counterpart releases 
have been made supporting the financial stabiliza- 
tion programs of those countries. Counterpart 
funds were released to cancel government obliga- 
tions to the central bank, which cancellation re- 
sulted in a desirable reduction in the volume of 
circulating media in those countries. Furthermore, 
where releases were made to finance investment 
programs, consideration was given to the impact 
of such releases on the achievement and mainte- 
nance of monetary and financial stability, and the 
releases were frequently made in connection with 
the taking by the participating countries concerned 
of measures designed to further financial stability. 

B. For capital investment and promotion of pro- 
duction. In France, counterpart funds were used 
to finance investments in important areas of the 
French economy, including the coal, steel, trans- 
portation, electric power, and manufacturing in- 
dustries, and in agriculture. In Western Germany, 
capital investment loans were made out of counter- 
part funds to finance power developments, coal 


Taare VIII 


Status oF European Locat Currency CouNTERPART Funp Accounts UNDER Pusiic Law 472, Marcu 31, 1950 


[Dollar equivalents of local currency, in millions] 





Adjusted dollar equivalents of deposits ! 


For use by recipient countries 
(95 per cent portion) 





Country receiving grant 


5 per cent 
for use by 


95 per cent 
for use by 
recipient 
countries 


Agepoves wens Balances 
United for ithdrawals on 
Stanes withdrawal deposit 








All countries . 


France. . 

United Kingdom 
Germany (Fed. Rep.) 
Italy... . 


Netherlands ?...... 
Austria. 





Greece. . 
Norway. as en 
Denmark. ... 


Turkey. 
Trieste... 
Portugal 


MOD BUN Cha NOW © 


Ireland... 
Belgium... 
Iceland 


eno 








3,380.7 1,718.7 
1,353. ; 62. 
787. 448. 
375. 


236. 4,876. 
1,415. 
1,235. 

547. 


445. 
351. 
303. 


275. 
156.5 
101. 


17. 
15. 
3. 


64. 
60. 
27. 


Conm~w @ 


Cine CON Cun SCwH wren We 
@inwe Ons Cow Oe sO 


Coo ooo ws 
BRR ROS UNUW CMe 


2 
Be 
1 

















* Less than $50,000. 


1 Local currency is deposited in the special counterpart accounts at the agreed upon rates in effect at the time dollar funds were 
actually expended by ECA. Withdrawals of part of these local currency funds were made, however, at times when the conversion rates 


were different from those in effect at the time of deposit. 


The adjusted dollar equivalent of deposits represents the sum of withdrawals 


(calculated at the conversion rates in effect at the time of withdrawal) plus balances on hand (calculated at the current conversion rate). 


? Includes Indonesia. 
Source: Economic Cooperation Administration. 
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mines, agricultural rehabilitation and development, 
and a wide variety of industries, especially dollar- 
saving and dollar-earning industries. In Austria, 
releases were made for capital investments in essen- 
tial industries and agriculture. In Italy, counter- 
part funds were used to promote agricultural de- 
velopment, for rehabilitation of the railroad sys- 
tem, and for other essential investments. In 
Trieste, counterpart was used to make loans for 
shipbuilding, Trieste’s chief industry, and for 
other industrial and commercial purposes. In 
Greece, counterpart funds were utilized for the 
rehabilitation of agriculture, transportation, other 
utilities, and essential industrial plants. In the 
Netherlands, the greater part of counterpart funds 
released was for land reclamation, agricultural re- 
search and development, waterways and harbors, 
etc. The Council concurred in the release of coun- 
terpart funds in Belgium to finance research and 
technical developments in industry and agricul- 
ture.” 

C. For other purposes. Counterpart funds were 
released in various countries to finance essential in- 
dustrial housing, tourist facilities, the transportation 
of relief packages and, in Greece, for the care and 
rehabilitation of refugees from the guerrilla warfare. 

Five per cent counterpart. Not less than 5 per 
cent of local currency deposits is reserved for United 
States use in the recipient country and is placed in 
a separate account under the control of United 
States disbursing officers. These funds are used for 
ECA administrative expenses, or for the purchase 
or development of the production of strategic ma- 
terials which are in short supply in the United 
States. Funds not required by ECA are transferred 
to the United States Treasury for use by other 
United States Government agencies. In order to be 
so used, these agencies must, in effect, purchase such 
funds from the Treasury with their appropriated 
dollars. 

ECA guaranty program. [In the two years of ECA 
operations ending on March 31, 1950, 17 guaranty 
contracts, with a total value of $6,130,127, were is- 
sued in connection with new industrial investments 
by United States investors in ERP countries. In 
addition, the total of informational media guaran- 
ties signed since the inception of the program 
amounted to $3,053,838. 

As of March 31, 1950, there were under con- 
sideration 29 applications for industrial investment 
guaranties amounting to $32,250,876; 4 applications 
for guaranties of contracts for the furnishing of 
capital goods items and related services (forward 


"The release of counterpart funds in Belgium occurred 
after the close of the period under review. 
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contracting guaranties), totalling $4,550,000; and 
63 applications for informational media guaranties 
valued at $10,254,510. 

Through March 31, 1950, fees collected for the is- 
suance of informational media gu+ranties amounted 
to about $37,000. Dollar disbursements made pur- 
suant to applications for the conversion of foreign 
currencies under such guaranties totalled some 
$567,500. With respect to industrial guaranties, 
fees collected amounted to about $59,000, but no 
dollar disbursements were made. 

As indicated in the previous Report of the Coun- 
cil, the Economic Cooperation Act of 1948 was 
amended and liberalized in 1949 to allow United 
States firms securing guaranties for new industrial 
and commercial investments in participating coun- 
tries to convert receipts into dollars during the life 
of the guaranty up to 100 per cent of the dollars 
invested plus actual earnings or profits derived 
from the projects represented by such investments 
to the extent provided in the contract of guaranty. 
ECA determined that the aggregate amount to be 
covered under a guaranty of an industrial project 
should not at any time exceed 175 per cent of the 
value of the cash or tangible property invested, plus 
additional amounts based upon techniques and 
processes contributed by the applicant. During 
the first five years of individual guaranty contracts, 
investors were limited in the amount of receipts 
that they could convert under the guaranty, but 
beginning in the sixth year each investor in indus- 
trial and commercial enterprises may convert at 
any time up to the full amount of the coverage pro- 
vided by each guaranty contract. The effective life 
of the guaranties may extend until April 3, 1962. 
No provision was made under the guaranty legis- 
lation of 1948 or 1949 against ordinary business or 
political risks or against fluctuations in rates of 
foreign exchange. Guaranties of investments in 
enterprises producing or distributing informational 
media were reduced under the Act as amended in 
1949 from a limit of 15 million dollars to a limit 
of 10 million in any fiscal year.® 

ECA experience during the first year of the 


*Under the Foreign Economic Assistance Act of 1950, 
which amends the Economic Cooperation Act of 1948 as 
amended, considerable changes were made in the guaranty 
coverage formerly provided. Among other things this 
amendment enlarges the definition of investments which 
may qualify for guaranties to include those of an intangible 
(i.¢., patents, processes, and techniques) as well as tangible 


nature. Also, in addition to the risk of nonconvertibility of 
foreign currencies, ECA may guarantee against the risk of 
loss due to expropriation or confiscation by action of a gov- 
ernment of a participating country. Finally, as indicated 
previously, Congress gave ECA authority to issue up to 200 
million dollars in guaranties, an increase of 50 million over 
the amount previously available. 
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Recovery Program indicated that the investaient 
guaranty provision had interested prizafily com- 
panies doing a er sas rape of European 
business in relatively Mflized products either 
through plants_aheady established abroad or by 
export sales. These guaranties were approved by 
the ECA and the participating governments con- 
cerned on the basis of their contribution to the re- 
covery effort. In most cases, it was anticipated 
that not only would the domestic market of the 
recipient country be served by the guaranty, thus 
reducing the need for dollar imports, but that some 
of the output would also be sold to other countries. 
Informational media guaranties have been written 
for newspapers, magazines, and other periodicals 
in such a manner that the amounts payable by ECA 
to publishers or distributors will not exceed the 
estimated dollar costs incurred. These guaranties 
involved new investments for the purpose of ob- 
taining increased circulation and are issued gener- 
ally for a period of six months with the privilege 
of renewal upon expiration. 


Economic AssIsTANCE For AsIA 


China. Under the Foreign Assistance Act of 
1948, an appropriation of 275 million dollars was 
made available for economic aid to China until 
April 3, 1949. In early 1949, when it became evi- 
dent that the civil war on the Chinese mainland 
had severely restricted the area of effective United 
States aid, the program of assistance was reduced 
in scope. As of April 3, 1949, the unobligated 
balance of funds from this appropriation amounted 
to 54 million dollars. These funds, and any funds 
thereafter released from obligation, were made 
available for expenditure through February 15, 
1950, by Public Law 47 (81st Cong., Ist sess.). 

Subsequently, as a result of further developments 
in China, the program was progressively curtailed. 
Certain funds were released from obligation and on 
December 31, 1949, there was left an unobligated 
portion of 90.8 million dollars from the original 
appropriation, plus further estimated releases from 
obligation of 14.0 million. Under Public Law 447 
(81st Cong., 2d sess.), the Congress extended from 
February 15, 1950, to June 30, 1950, the authority 
of the President to obligate funds previously appro- 
priated under Public Law 47 (81st Cong., Ist sess.) 
for assistance to certain areas of China.® 

Japan. During January 1950, the Council re- 
viewed a request for appropriations, prepared by 


° Under the China Area Aid Act of 1950 (Title II of the 
Foreign Economic Assistance Act of 1950), unobligated 
funds or those to be released from obligation under the 1949 
appropriation were made available through June 30, 1951, to 
further the general objectives of the China Aid Act of 1948. 
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the Department of the Army, for economic aid to 
Japan during the fiscal year 1951. The Council 
had occasion previously to review the Department 
of the Army’s appropriation request for the eco- 
nomic rehabilitation of Japan for the fiscal year 
1950. At that time, the Council believed that cer- 
tain steps should be taken in Japan to bring about 
economic stabilization. Council consideration of 
the Japanese financial situation was followed by a 
directive of the Supreme Commander Allied Powers 
(SCAP) to the Japanese Government on economic 
stabilization and by a Mission to Japan to advise 
and assist SCAP in the implementation of the 
directive. A single exchange rate for the Japanese 
yen was established during April 1949. The direc- 
tive and the work of the Mission have resulted in 
progress in the economic stabilization of Japan and 
in assisting the country in its efforts toward attain- 
ing a self-supporting economy. 

The appropriation request for economic aid to 
Japan for the fiscal year 1951 was subsequently pre- 
sented to the Congress. 

Korea. During February 1950, under the Far 
Eastern Economic Assistance Act of 1950 (Public 
Law 447, 81st Cong., 2d sess.) the Congress au- 
thorized 60 million dollars of aid to Korea for the 
fiscal year ending June 30, 1950, in addition to the 
sums already appropriated. The Reconstruction 
Finance Corporation was authorized to make ad- 
vances not to exceed 30 million dollars to carry out 
this provision.*® Korea had previously received 
60 million dollars in aid to cover part of its require- 
ments for the fiscal year 1950. 


Export-Import BANK CREDITs 


During the period under review, the Council 
continued to work closely with the Export-Import 
Bank to facilitate coordination of the Bank’s opera- 
tions with those of other agencies concerned with 
foreign financial and monetary matters. New 
credits authorized by the Bank during this period 
totalled $216,642,859. 

Afghanistan. Application by Afghanistan to the 
Export-Import Bank for credits to assist in financing 
the dollar costs of equipment, materials, and serv- 
ices required for the construction of dam, river 
development, and irrigation projects, was referred 
to the Council. Development work, previously 
undertaken by an American engineering firm and 
financed by Afghanistan’s foreign exchange re- 
ceipts, had resulted in the construction of a dam 
and an all-weather road. Completion of the irriga- 


In June 1950, Section 3(d) of the Far Eastern Economic 
Assistance Act of 1950 was amended to authorize 100 million 
dollars of assistance for Korea for the fiscal year ending 
June 30, 1951 (Public Law 535, 81st Cong., 2d sess.). 
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tion works to be financed in part by the proposed 
credit will provide for an increased food supply and 
permit the resumption of other types of agricultural 
production. It should also improve the country’s 
international financial position. After consultation 
with the Council, the Bank on November 25, 1949, 
announced authorization of credits to Afghanistan 
not to exceed 21 million dollars. 

Bolivia. In 1944, after recommendation by a 
United States economic mission, construction was 
started on the Cochabamba-Santa Cruz highway in 
Bolivia. At that time, the Export-Import Bank ex- 
tended a credit of 15.5 million dollars to the Bolivian 
Government of which 10.0 million, along with 
funds supplied from Bolivian sources, was to be 
used to finance highway construction. This high- 
way is designed to provide a transportation link 
between the centers of population and agricultural 
areas in Bolivia, and make possible the development 
of the Santa Cruz area as a source of supply for 
food and other agricultural products, which are 
now largely imported. The development will also 
contribute to an improvement of Bolivia’s inter- 
national payments position and serve to relieve its 
extreme dependence on the production and export 
of tin. The Council approved consideration by 


the Bank of an additional credit to Bolivia and on 
November 1, 1949, the Bank announced that it 


had authorized a credit to the Bolivian Govern- 
ment not to exceed 16 million dollars to finance 
two-thirds of the costs of completing the Cocha- 
bamba-Santa Cruz highway. Advances under the 
credit will be repaid over a period of 16.5 years 
beginning on March 31, 1954, and ending on Sep- 
tember 30, 1970, at a rate of interest of 3 per cent 
per annum. 

Chile. Application to the Bank by the Cor- 
poracion de Fomento de la Produccion of Chile for 
funds to assist in the development of iron ore de- 
posits near Coquimbo, Chile, was referred to the 
Council during October 1949. Under this proposal, 
credits will be made available for purchase in the 
United States of railroad, dock, and construction 
equipment representing one-third of the total esti- 
mated financing costs of $8,250,000. The re- 
mainder of the funds will be supplied by the Beth- 
lehem Steel Company and will help finance the con- 
struction of port works and ore handling facilities, 
and the rehabilitation of railway facilities. The 
purpose of this new credit is to assure a supply of 
ore for the steel plant located near Concepcion, 
Chile, which was financed in part by a 48 mil- 
lion dollar Export-Import Bank credit, and to 
provide an additional source of dollar revenue to 
Chile from the export of iron ore to the United 
States. The Bank, after consulting the Council, 
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announced on October 28, 1949, authorization of 
a credit of $2,750,000 to the Corporacion de Fo- 
mento to be repaid over a period of 15 years at 
4 per cent, repayment to be guaranteed by the 
Republic of Chile. 

As indicated in its previous Report, the Council 
had earlier approved consideration by the Export- 
Import Bank of a credit to Chile not to exceed 
25 million dollars to assist in the financing of its 
import program for the remainder of 1949. The 
authorization of this credit was announced by the 
Bank on October 7, 1949. 

Ecuador. [n order to assist in the reconstruction 
of property damaged by the earthquake of August 
5, 1949, Ecuador applied to the Export-Import Bank 
for credits to finance the cost of the repair and re- 
construction of roads, the financing of railroad 
equipment, and for specific projects directed toward 
restoration of the earthquake-affected area. All of 
the projects undertaken as a result of this financing 
will be directed toward meeting Ecuador’s long 
range reconstruction and development needs. Do- 
mestic costs of reconstruction will continue to be 
provided by internal financing on the part of Ecua- 
dor. The Council approved consideration by the 
Bank of a credit to Ecuador of 7 million dollars, 
payable over a period of 20 years, with interest at 
3% per cent per year, and the Bank announced 
authorization of this credit on December 21, 1949. 

Indonesia. During February 1950, the Bank 
consulted with the Council on an application by 
the Republic of the United States of Indonesia for 
credits to assist in financing the import from the 
United States of capital goods urgently required 
for reconstruction of the Indonesian economy. 
Vital equipment and materials for agricultural pro- 
duction and processing are necessary in order to 
restore Indonesia to her prewar level as a major 
source of certain products, such as rubber, tin, palm 
oil and coconut products, sisal, tea, kapok, and 
other essential commodities. On February 11, 1950, 
the Bank announced the authorization of the estab- 
lishment of credits to Indonesia up to 100 million 
dollars at an interest rate of 3 per cent per annum 
repayable over a period of 20 years, with principal 
payments beginning after five years. 

Saudi Arabia. During October 1949, the Bank 
referred to the Council an application of the Al 
Haza Cement Company, a subsidiary of Saudi 
Arabian Industries Corporation, for the construc- 
tion of a cement plant. After consultation with the 
Council, the Export-Import Bank on November 9, 
1949, authorized a credit of 4 million dollars to 
this company under guaranty of the Saudi Arabian 
Government. The loan will mature in 10 years 
and bear 4 per cent interest. 
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Yugoslavia. Early in 1950, the Export-Import 
Bank consulted the Council on the application by 
Yugoslavia for additional credits to provide essen- 
tial imports, including those necessary to maintain 
and improve the transport system, particularly in 
those branches related to Yugoslav exports. On 
March 2, 1950, the Bank announced that 20 million 
dollars would be available to Yugoslavia until 
March 30, 1951, to bear interest at 3 per cent per 
annum, and to be amortized over a period of seven 
years, beginning on January 1, 1954. 

Other Export-Import Bank credits. [mn October 
1949, a credit of $3,806,200 was established to assist 
in financing the sale by Higgins, Inc., shipbuilders, 
of coastal cargo vessels and harbor ferries to Brazil. 
In November 1949, the Bank joined with the Inter- 
national General Electric Company in financing 
the dollar costs of expending the electric power gen- 
erating and distributing equipment of the Com- 
pania Anonima de la Electricidad de Caracas, 
Venezuela. The Bank’s credit for this purpose is 
$5,158,000. 

The Export-Import Bank also acted, on behalf 
of ECA, as administering agency for the supple- 
mentary loan agreements with participating ERP 
countries, signed during the period under review. 
The terms and conditions of these loans, determined 
by ECA after consultation with the Council, include 
an interest rate of 24 per cent per annum payable 
semiannually from 1952, and principal payments 
beginning in 1956. The loans mature in 1983. 
Minor changes were made in the amounts covered 
by the loan agreements with the Netherlands (for 
Indonesia), Ireland, Sweden, and the United King- 
dom. 

As of March 31, 1950, the resources of the Ex- 
port-Import Bank were distributed as follows (in 
millions of dollars): 


Loans outstanding 
Undisbursed commitments 
Uncommitted lending authority 


Total lending authority 


Table IX shows the distribution of credits (less 
cancellations and expirations) authorized by coun- 
try and object of financing. 


Tue Pornt IV ProcraM AND Foreicn INVESTMENT 
ProBLEMS 


The general nature of the Point IV Program was 
discussed in the preceding semiannual Report of 
the Council. During the period under review, 
progress was made in the negotiation of treaties of 
friendship, commerce, and economic development, 
which have as one of their objectives the creation 
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Tasie 1X 


Crepirs AUTHORIZED BY THE Export-Import BANK 
Jury 1, 1945-Marcn 31, 1950* 
By AREA AND COUNTRY 


{In millions of dollars] 





Lend- 
Recon-| De- | lease 
struc- | velop-| requi- 
tion | ment | si- 


Area and country | Total 








Total, all areas. . 1,008.6; 972.3 
971.9 


650.0 


Total, Europe... 


Netherlands... . 
Belgium....... 


ee 


Unallotted cot- 
ton credits. . . 





Tome, Latin 
eri 





ae 


Argentina 


‘Afghanistan. . 
Saudi Arabia... 


9.7 


























! Cancellations and expirations deducted. ae of these per- , 
tained to credits established prior to July 1, 1945. Numerous 
small exporter-importer loans extended by the Bank, July 1, 1945, 
through Mar. 31, 1950, are excluded, as well as participation by 
private banks not guaranteed by the Export-Import Bank. Also 
excluded are Mexican authorizations of 30 million dollars, and a 
Peruvian authorization of $400,000 approved prior to June 30, 1945, 
recorded on the books of the Export-Import Bank subsequent to 
June 30, 1945. 

2 Credits extended by Export-Import Bank under general ap- 
proval of the Council. Hungarian credit of 7 million dollars can- 
celled Apr. 2, 1947. 3 For financing tobacco purchases 

‘For financing food purchases. * Revolving credits. 


Source: Export-Import Bank of Washington. 
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of a more favorable climate for investment abroad. 
The proposals relating to United States participa- 
tion in international technical cooperation were 
considered by the Congress and included in the 
over-all program for foreign economic assistance."* 
As of the date of this Report, no further action had 
been taken on the bills permitting the extension of 
foreign investment guaranties, which had been 
reported on favorably by the Banking and Cur- 
rency Committees of both Houses of Congress dur- 
ing the first session of the Eighty-first Congress.’* 

The communique signed on September 12, 1949, 
following the Tripartite Discussions among repre- 
sentatives of the United States, the United King- 
dom, and Canada, requested the President’s Com- 
mittee for Financing Foreign Trade to explore 
possible means of action in promoting overseas 
investment in cooperation with corresponding 
groups of British and Canadian financial and busi- 
ness representatives.'® 

In December 1949, the Council and the Presi- 
dent’s Committee met in joint session and con- 
sidered in detail the relationship of investment 
treaties to the development of a favorable climate 
for private investment, the sphere of private capital 
investment in relation to government capital, the 
formation of foreign banking committees to facili- 
tate private foreign overseas investment, the experi- 
ence of ECA in the field of technical assistance, and 
various aspects of the Export-Import Bank’s pro- 
posed investment guaranty program for stimulat- 
ing private investment. 

The Council and the President’s Committee both 
believed that a case study of private foreign in- 
vestment experience in recent years might be help- 
ful in determining appropriate incentives for pri- 
vate investment. The Committee agreed to under- 
take such a case study. 


Oruer FrinanciAL Proslems 
In December 1949, 


“Under the Foreign Economic Assistance Act of 1950 
(Public Law 535, 81st Cong., 2d sess.), the Congress author- 
ized 35 million dollars for United States participation in 
technical cooperation programs, including those carried on 
by the United Nations. 

™ During the second session of the Eighty-first Congress, 
a revised House bill was reported out favorably and placed 
on the calendar for consideration during July 1950. 

“On Apr. 20, 1950, the Canadian Minister of Finance 
announced the establishment of an Advisory Committee 
on Private Overseas Investment under the chairmanship of 
Mr. Gordon R. Ball, General Manager of the Bank of 
Montreal. The press announcement indicated that the 
Committee would probably, in the first instance, devote 
its attention to a study of the obstacles impeding the free 
flow of investment from Canada to overseas countries and 
of the steps that might be taken to eliminate or minimize 
these obstacles. 


Aid to Palestine refugees. 
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following a report of the United Nations Economic 
Survey Mission to the Middle East, the Depart- 
ment of State referred to the Council for its con- 
sideration the financial aspects of United States 
participation in the United Nations program for aid 
to Palestine refugees. Under this plan, it was pro- 
posed that funds be made available for direct relief 
and works programs in Jordan, Syria, and Lebanon. 
Erosion control, reforestation, dam, and road con- 
struction would be the main types of work under- 
taken. This area is generally self-supporting and 
thus only a small portion of the funds would be 
required for food. 

The United Nations Mission estimated that the 
total cost of the program would amount to approxi- 
mately 55 million dollars for the period January 1, 
1950, to June 30, 1951. The Council advised the 
Department of State that it had no objection to an 
appropriation request of about 27.5 million dollars 
as the United States contribution for aid to Pales- 
tine refugees during this period, and the view was 
expressed that such assistance might be extended on 
a grant basis. An appropriation request for this 
program was later submitted to the Congress.’* 

Philippine exchange controls. [n response to a 
request of the Philippine Government the Presi- 
dent, with the advice of the National Advisory 
Council, agreed in December 1949 to temporary 
measures by the Philippine Government to deal 
with the then existing foreign exchange situation. 
The President acted in accordance with the pro- 
visions of the Executive Agreement of July 4, 1946, 
between the Governments of the Philippines and 
the United States. The Philippine Government on 
December 9, 1949, instituted controls over trans- 
actions in foreign exchange. 

Proposed International Commodity Clearing House. 
During November 1949, the Council reviewed a 
proposal, contained in a report of the Food and 
Agricultural Organization of the United Nations, 
for the establishment of an International Com- 
modity Clearing House. This institution was to 
be chartered initially for a period of five years dur- 
ing which time it would engage in two types of 
surplus disposal operations: 


(1) Surplus commodities would be purchased at 
commercial prices from hard currency countries 
and resold also at commercial prices to soft cur- 
rency countries. The latter would make payment 
in their own currencies to the Clearing House 
which would hold each soft currency to the ac- 


“The Foreign Economic Assistance Act of 1950 author- 
ized the Secretary of State to make contributions before 
July 1, 1951, for the “United Nations Relief and Works 
Agency for Palestine Refugees in the Near East,” in amounts 
not exceeding in the aggregate $27,450,000. 
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count of the selling country until it became con- 
vertible or until such time as some appropriate use 
might be found for it by the creditor country. 

(2) Surplus commodities would be purchased by 
the Clearing House from hard currency countries 
at less than market prices and resold abroad at the 
reduced price for such special purposes as relief 
and school lunch programs. Such purchases and 
sales would be made only for hard currencies and 
would be on account of the general fund of the 
Clearing House. 

The proposal contemplated that the Clearing 
House would have an authorized capital equiva- 
lent to 5 billion dollars, with membership quotas 
assessed on the basis of national income, and that 
subscriptions of 20 per cent of this amount would 
be used as a revolving fund to finance the trans- 
actions involving purchases and sales for hard cur- 
rencies. ‘The remaining 80 per cent of quotas 
would be callable only with the consent of the 
countries involved. 

The Council did not favor United States partici- 
pation in an international organization, such as the 
proposed International Commodity Clearing House, 
which was designed to serve as a financial mecha- 
nism for the disposal of agricultural surplus com- 
modities. The Council also held that the sale of 


surpluses abroad for inconvertible currencies under 
the proposed plan would be undesirable since it 


would result in further accumulation of such cur- 


rencies for the account of the United States or other 
hard currency countries. The accumulation of 
additional inconvertible currency holdings by hard 
currency countries would correspondingly increase 
the liabilities of the deficit countries and so consti- 
tute a serious deterrent to the establishment of 
convertibility. 

At the FAO Conference, Fifth Session, Novem- 
ber 21-December 6, 1949, food deficit as well as 
food surplus countries opposed the proposal as 
not workable. The Conference established ma- 
chinery to continue study of the problem of sur- 
plus agricultural commodities. 

Financial terms for sales of foreign excess prop- 
erty. The Council has from time to time reviewed 
the financial terms for sales of foreign surplus 
property by the former Office of the Foreign 
Liquidation Commissioner, State Department. 
When the OFLC was abolished on June 30, 1949, 
the function of disposal of foreign excess property 
was transferred, effective as of that date, to each 
executive agency having such property. The 
Council authorized the successor departments and 
agencies of OFLC operating in this field, pursuant 
to Public Law 152 (81st Cong., Ist sess.) to extend 
credit on terms similar to those contained in agree- 
ments negotiated by the OFLC, when immediate 
payment in United States dollars is not practi- 
cable or advantageous, and, in certain cases, to 
accept payment in foreign currencies. 


IV. ACTIVITIES RELATING TO THE INTERNATIONAL MONETARY FUND AND THE INTERNATIONAL BANK 
FOR RECONSTRUCTION AND DEVELOPMENT 


The National Advisory Council, in accordance 
with statutory authority, continued to coordinate 
the activities of the United States Directors on the 
Executive Boards of the Fund and the Bank with 
those of other agencies of the Government, by con- 
sulting and advising with them on major problems 
arising in the administration of the Fund and the 
Bank. The United States Executive Directors of 
these institutions, or their Alternates, have at- 
tended the Council’s meetings regularly, and have 
participated continuously in the work of its Staff 
Committee. 

In the six-month period under review, the Coun- 
cil gave consideration to various policy questions 
relating to the activities of both the Fund and the 
Bank. These questions have been discussed in the 
Second Special Report of the National Advisory 
Council on the Operations and Policies of the Inter- 
national Monetary Fund and the International 
Bank for Reconstruction and Development (H. 
Doc. No. 611, 81st Cong., 2d sess.).2® 


* For text of this report, sce Federal Reserve BULLETIN 
for June 1950, pp. 661-77. 
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MEMBERSHIP CHANGES IN THE FUND AND THE BANK 


In January 1950, the Boards of Governors of 
the Fund and the Bank, by mail and telegraph 
ballot, approved the membership application of 
Pakistan, providing for a quota in the Fund of 100 
million dollars, with a like amount as a subscrip- 
tion to the Bank. The Council advised the United 
States Executive Directors on the Fund and the 
Bank to give favorable consideration to the appli- 
cation. Pakistan will have until July 31, 1950, to 
accept membership, although this period may be 
extended to January 31, 1951. During the period 
under review, no new countries were formally ad- 
mitted to membership in either the Fund or the 
Bank. 

On March 15, 1950, the Fund and Bank an- 
nounced the withdrawal of Poland from the two 
organizations. As of March 31, 1950, 47 countries 
were officially listed as members of the Fund and 
of the Bank. 


ORGANIZATIONAL CHANGES 
On January 17, 1950, the President of the United 
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States, with the advice and consent of the United 
States Senate, made three appointments affecting 
United States representation on the Fund and on 
the Bank. Mr. James E. Webb, Under Secretary 
of State, was appointed to serve also as United 
States Alternate Governor of the Fund and of the 
Bank; Mr. William McChesney Martin, Jr., Assist- 
ant Secretary of the Treasury, was appointed to 
serve also as United States Executive Director of 
the Bank; and Mr. John S. Hooker, United States 
Alternate Executive Director of the Bank, was re- 
appointed to that position, concurrently assuming 
the duties of United States Alternate Executive 
Director of the Fund. Each of these three appoint- 
ments became effective on January 18, 1950. Mr. 
Webb replaced Mr. William L. Clayton, whose 
resignation had become effective on August 27, 
1949. Mr. Martin’s appointment was to the posi- 
tion formerly held by Mr. Eugene R. Black, who 
assumed the Presidency of the Bank on July 1, 
1949. As United States Alternate Executive Direc- 
tor of the Fund, Mr. Hooker replaced Mr. Henry 
J. Tasca, whose resignation became effective De- 
cember 22, 1949, 
Tue Funp 

During the six months ending March 31, 1950, 
the Fund sold 48,800,000 United States dollars to 
four of its member countries for an equivalent 
amount in local currencies. These transactions 
increased the total of Fund currency sales to an 
equivalent of $783,385,000 from May 8, 1947 (the 
date of the Fund's initial sale), to March 31, 1950. 
Repurchases by member countries of their cur- 
rencies aggregated nearly $21,900,000 in the cur- 
rent six-month period. 

Par values and exchange rates. The six months 
from October 1, 1949, to March 31, 1950, witnessed 
an adjustment by many nations throughout the 
world of their currency values, principally as a 
consequence of the devaluations that occurred in 
September 1949. Some of these adjustments con- 
stituted formal changes in par values (Iceland, 
British Honduras), while most of them consisted 
of changes in existing multiple exchange rate struc- 
tures. Included in this latter category are Austria, 
Bolivia, Chile, Costa Rica, Ecuador, Nicaragua, 
Paraguay, and Uruguary, all of which are members 
of the Fund; as well as Argentina and Spain, which 
are nonmembers. On November 15, 1949, Peru 
suspended the par value of the sol, permitting the 
exchange rate to be determined in an exchange 
certificate market. Details of the currency adjust- 
ments made by the various countries listed above 
may be found in chapter II of the Council’s Second 
Special Report. 


982 


Exchange transactions. The Fund’s largest cur- 
rency sale in the period under review occurred in 
November 1949, when Brazil purchased 22.5 mil- 
lion United States dollars for cruzeiros. This trans- 
action represented Brazil’s second drawing on the 
Fund. In October 1949, Australia made its initial 
drawing on the Fund through a purchase of 20 mil- 
lion dollars for Australian pounds. During that 
same month, Yugoslavia bought 6 million dollars in 
exchange for dinars, and Ethiopia purchased $300,- 
000 for Ethiopian dollars. Each of the latter two 
transactions represented a second drawing by the 
respective governments. 

The United States Executive Director on the 
Fund, after consultation with the Council, con- 
curred in these transactions. 

Table X presents—by semiannual periods—all 
currency sales made by the Fund from its inception 
to March 31, 1950. 

Repurchase of Fund drawings. During the period 
covered by this report, two countries—Costa Rica 
and Belgium—repurchased portions of their cur- 
rencies from the Fund. In November 1949, Costa 
Rica repurchased the equivalent of $1,250,000 of its 
own currency held by the Fund, thereby offsetting 
dollar drawings in the same amount made in the 
last quarter of 1948. This is the second repur- 
chase transaction by Costa Rica, the earlier trans- 
action, in the amount of $874,000, having been 
effected in May 1949. 

On January 23, 1950, Belgium repurchased ap- 
proximately one billion Belgian francs from the 
Fund, by payment of $12,090,283 in U. S. dollars 
and the equivalent of $8,548,923 in gold. An 
earlier repurchase of Belgian francs in the amount 
of $946,500 occurred in August 1949. As a result 
of these two transactions, the Fund’s holdings of 
Belgian francs were reduced to the level preceding 
Belgium’s initial purchase of dollars from the Fund 
in December 1947. 


Tue Bank 


During the period under review, the International 
Bank granted $17,545,000 in new loans to three of 


its member countries. These loans increased the 
total of the Bank’s outstanding commitments to 
$737,707,000 as of March 31, 1950. During the 
period, the Bank concurred in requests for the can- 
cellation of portions of loans previously granted to 
two of its member countries. These cancellations 
totalled $6,438,000. 

New loan commitments. On October 17, 1949, 
the Bank granted two loans totalling 5 million 
dollars to the Republic of Finland and to the Fed- 
eral People’s Republic of Yugoslavia for the devel- 
opment of the timber resources of those countries. 
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TasLe X 


INTERNATIONAL MoneTary Funp Currency Saves, January 1, 1947-Marcn 31, 1950? 


[In millions of dollars] 





1947 1948 1949 





Country 


Jan.—June 


July-Dec. | Jan.—June Jan.-June | July-Dec. 





Total 
United Kingdom 





Uou woos * 


Mexico 


All other * 
Australia 


Czechoslovakia. . 


Costa Rica 
Ethiopia 
Nicaragua 


ocr w UWOnXe wes 
AAwS oonxno SC NO™ 





405.7 
240.0 




















1 No currency sales were made by the Fund between Dec. 31, 1949, and Mar. 31, 1959. 


2 Includes $6,045,000 of pounds sterling. 
§ Includes $6,845,029 of Belgian francs. 
4 As presented in Chart 4 [omitted here]. 


5 Includes $2,286,676 of Belgian francs. 


6 Consists of $6,126,788 in U. S. dollars sold for an equivalent in gold, and $2,281,676 of Belgian francs. 


NotTe.—Except where otherwise indicated, all sales were of U. S. dollars in exchange for the currency of the purchasing country. 
Repurchases by members of their own currencies totalled about $24,209,000 as of Mar. 31, 1950. Such repurchases have not been deducted 


from data in this table. 
Source: International Monetary Fund. 


The loan to Finland was in the amount of 2.3 
million dollars, while the loar to Yugoslavia 
amounted to 2.7 million. 

Both loans are for terms of two years and carry 
interest rates of 2 per cent, plus the usual | per cent 
commission for the Bank’s special reserve. In addi- 
tion, a commitment charge of 1% per cent will 
apply to the undisbursed portion of the loans. 
Amortization payments, beginning on June 30, 
1950, are calculated to retire the loans at maturity. 
The loan to Finland became effective on December 
16, 1949, and the loan to Yugoslavia on January 24, 
1950, after certain conditions had been fulfilled. 

On December 14, 1949, the Bank announced 
that it was prepared to extend a loan of $12,545,000 
to the Rio Lempa Hydroelectric Commission, an 
agency of the Government of E] Salvador, for the 
purpose of financing imports for the development 
of electric power resources. This loan, the first to 
be made by the Bank in the Central American area, 
is to be guaranteed by the Government of El Salva- 
dor. The loan is to be for a term of 25 years and 
to carry an interest rate of 3% per cent, in addition 
to a commission charge of | per cent for the Bank’s 
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special reserve. 
on July 15, 1954, are calculated to effect retire- 


Amortization payments, to begin 


ment by maturity. In addition to the foreign 
exchange costs which the International Bank ex- 
pects to finance, the power development project 
would require an expenditure of an equivalent of 
about 5 million dollars in Salvadorean colones. 
These local currency costs would be financed by 
the public sale in El Salvador of bonds denominated 
in colones, to be issued by the Commission. To 
become effective, the loan agreement must be 
ratified by an elected Constituent or Legislative 
Assembly in El Salvador. As of March 31, 1950, 
such action had not yet been taken. 

The Council was consulted by the United States 
Executive Director or his Alternate with respect 
to each of the above loan applications. 

Table XI presents—by semiannual periods—loan 
commitments (net of cancellations) made by the 
International Bank from its inception to March 31, 
1950, of outstanding loans at the termination of 
any given semiannual period: 

Loan cancellations. The Bank’s first loan can- 
cellations occurred during the six months under 
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Taste XI 
INTERNATIONAL Bank Loan CommirMeENts, January 1, 1947—Marcn 31, 1950? 
[In millions of dollars] 





1948 1949 





Country 


Jan.-June Jan.—June | July-Dec. 
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1 No loan commitments were made by the Bank between Dec. 31, 1949 and Mar. 31, 1950. 


* After cancellation of 6.2 million dollars, effective Mar. 17, 1950. 


3 As presented in Chart 5 [omitted here]. 


* Agreement becomes effective after the Bank has received certain certificates and documents, and has notified the borrower and 


guarantor of its acceptance of such evidence. 
§ After cancellation of $238,017, effective Dec. 19, 1949. 


Note.—In all instances, loans have been made to or guaranteed by the respective governments. 
Source: International Bank for Reconstruction and Development. 


review, and consisted of a reduction of 6.2 million 
dollars in the principal amount of 15.0 million 


originally made available to the Herstelbank on 
July 26, 1949, and a $238,017 reduction in the 12.0 
million dollar commitment made by the Bank to 
Luxembourg on August 28, 1947. 


Bank financing. In June 1949, the Congress 
enacted legislation classifying securities issued or 
guaranteed by the International Bank as exempted 
securities under the Securities Exchange Act of 
1934, as amended. The Council supported this 
legislation. Subsequently, the Federal Reserve 
Board stated that, as a result of this enactment, 
International Bank securities should be classified 
as exempted securities under Section 2(e) of Regu- 
lation T, thus placing such securities in the same 
category under the regulation, as United States 
Government, State and municipal bonds. On 
October 24, 1949, following the Board’s ruling, the 
New York Stock Exchange announced greatly re- 
duced margin requirements for transactions in 
International Bank bonds. 


On January 25, 1950, the Bank, with the consent 
of the Council, sold in the United States market an 
issue of 100 million dollars of 2 per cent serial 
bonds, scheduled to mature in equal amounts an- 
nually between 1953 and 1962. These securities 
were issued to retire a like amount of outstanding 
10-year 24% per cent bonds due July 15, 1957. On 
March 6, 1950, the Bank announced the sale of an 
equivalent of approximately 6.6 million dollars 
in 24% per cent Swiss franc bonds to a group of 
leading banks in Switzerland. Additional informa- 
tion concerning each of these transactions may be 
found in the Council’s Second Special Report. 

Future operations. As of March 31, 1950, the 
Bank had in excess of 320 million dollars in un- 
committed dollar funds available for lending, and 
was actively engaged in the processing of numerous 
loan applications. The Bank may also be expected 
to continue, through its economic missions, to assist 
countries in making general surveys of develop- 
ment potentialities and to recommend measures to 
facilitate their realization. 
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The Twentieth Annual Report of the Bank for 
International Settlements, covering the year end- 
ing March 31, 1950, was submitted to the annual 
general meeting at Basle on June 12, 1950, by the 
General Manager, M. Roger Auboin. Selections 
from the report, presenting the subjects of wider 
general interest, are given herewith, 


Tue SIGNIFICANCE OF MountTING PRropUCTION 


Five years have now elapsed since the war came 
to an end. In retrospect, it is apparent that, po- 
litically, the high hopes which were summed up in 
the notion of “one world” have not been ed. 
But, despite much political anxiety, economic re- 
covery has in general been achieved on a more sub- 
stantial scale than seemed possible after the con- 
vulsions and destruction brought about by the sec- 
ond world war—hostilities being this time really 
world-wide and not, as in 1914-1918, mainly on 
European soil, It is calculated that for the world as 
a whole the volume of industrial production at the 
end of 1949 was perhaps 35 per cent above the pre- 
war level, while in the United States it had in- 
creased by fully 70 per cent. In western Europe 
the volume of industrial production at the time of 
writing (in the spring of 1950) seems to be not less 
than 15 per cent above the 1935-38 level; and, with 
the exception of Greece, where recovery has been 
retarded by internal strife, and of western Ger- 
many, where output began really to increase only 
after the monetary reform in the summer of 1948, 
every western European country’s production is 
higher than before the war. The five years 1945-50 
will undoubtedly stand out in history as a period 
of remarkable constructive achievement not only in 
the economic sphere but also in the social condi- 
tions within a great number of countries. 

Such outstanding results could not have been at- 
tained without great efforts on the part of peoples 
still often weary from their wartime exertions; an- 
other very important contributory factor was the 
provision of aid through international cooperation 
at certain critical stages. 

Industrial production in western Europe seems in 
the spring of 1950 to have been not less than 15 
per cent above the 1935-38 level. This is, of course, 
an average—account being taken of the fact that in 
some countries, and among them Western Ger- 
many, only the prewar volume of production had as 
yet been reached; but in quite a number of countries, 
including the United Kingdom, France, the Nether- 
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lands, Denmark, Norway, Sweden, Finland, and 
Ireland, indexes of industrial production registered 
increases of 25 per cent or more above the prewar 
volume. If that is the case—and the statistical evi- 
dence cannot in be doubted—the question 
may fairly be asked why these balance-of-payments 
and other difficulties still affect most of the western 
European countries and why, for instance, goods 
cannot be made more fully available for export, to 
fill the gap on the foreign account so that not se 
much outside aid is needed. There is no simple 
answer to these questions; a number of different 
circumstances must be taken into account, some of 
a more statistical nature, but most of very real im- 
portance for the economies concerned. 

Before these various circumstances are examined 
in greater detail, they may be summarised as fol- 
lows: 

(i) industrial production has generally risen more 
than the output of other activities (agriculture, 
services, etc.) and it is a fact that the increase in 
the total national income has not kept pace with 
the increase in population; 


(ii) owing to the damage suffered during the 
war and to the fact that upkeep was neglected for 
many years both during and after the war, an in- 
creased proportion of the available resources is still 
required for repair and reconstruction; 


(iii) appropriations for defence are now absorb- 
ing more resources than, for example, after the 
first world war; 


(iv) the pattern of trade has been disarranged, 
e.g. in the relations between the east and west of 


Nore.—The passages reprinted herewith constitute about 
one-fifth of the main text of the report; all but three of 
eleven chapters are represented. Parts omitted are Chapter I 
(which reviews the activities of the Bank since its establish- 
ment), Chapter V dealing with world trade, and Chapter X 
dealing with current activities of the Bank. The complete 
report contains numerous tables and charts, as well as the 
texts of several agreements adopted in 1949 and 1950 for 
intra-European payments and compensations, together with 
related tables. 

Selections from the Bank’s First Annual Report were 
published in the Federal Reserve Butietin for July 1931 and 
the series was continued through the Twelfth Report—see 
Bu.ietin for January 1943, pp. 15-41. i 
sections of the Thirteenth Report was issued in pamphlet 
form by the Board of Governors in November 1944. For 
selections from the Fourteenth, Seventeenth, Eighteenth, and 
Nineteenth Annual see BuLLeTin for September 
1945, pp. 874-901, October 1947, pp. 1228-50, October 1948, 
pp. 1221-39, and August 1949, pp. 912-34, respectively. 
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Europe and also as regards the triangular trade 
via the southeastern part of Asia; 


(v) disturbing influences have affected the mone- 
tary system, and other forms of disorganisation 


have been left behind by the war. 


The cumulative effect of these various circum- 
stances is considerable, as may be gathered from an 
analysis of each particular item. 

Europe’s chance to reconsolidate its own eco- 
nomic position, with a satisfactory standard of 
living for its growing population, depends essen- 
tially on the extent to which the various European 
countries can develop their trade with overseas 
producers of all the goods that Europe needs. 

For a number of reasons, European countries 
must make serious efforts “to integrate” (to use the 
latest expression for a long-felt need); and in order 
to work more closely together they must get rid of 
the whole brushwood of quantitative restrictions and 
prohibitions which grew up during the war (and, 
to some extent, was sprouting already in the 
thirties) and also allow payments for all current 
and normal capital transactions to be made freely. 
Further, in their tariff policy they must pay in- 
creasing attention to the avoidance of uneconomic 
production and, with this in view, they must allow 
foreign competition to make itself more strongly 
felt on their respective markets. 

Liberalisation of trade within Europe is, indeed, 
called for, and should be pushed forward with 
persistence and daring. But progress in this field 
ought not to mean that Europe will be thrown back 
on itself; for any tendency to establish a closed area 
would be worse than a mistake, and any goal short 
of a return to all-round convertibility in gold and 
dollars, which of course automatically brings with 
it full and immediate transferability of the Euro- 
pean currencies inter se, would represent the ac- 
ceptance of an unmistakable setback in comparison 
with the situation between the two wars—not to 
speak of the period before 1914. There is, fortu- 
nately, general agreement regarding the goal of con- 
vertibility; and if, in some connections, less far- 
reaching solutions have been contemplated—e.g. 
mere transferability inside Europe—these have been 
recognised as a makeshift acceptable only as a tem- 
porary measure so long as the ideal goal seemed out 
of reach in the immediate future. 

The problems of freeing trade and restoring con- 
vertibility of currencies constitute 4n important part 
—but only a part—of the general problem of over- 
coming the disorganisation brought about by the 
war. More than the physical damage or the loss of 
invisible income, the unsettling effect of disorgan- 
isation has to be regarded as the most pernicious 
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consequence of the war. The modern economic 
system has depended for its satisfactory working on 
an intricate and largely (but by no means wholly) 
self-regulating mechanism of price movements, of 
supply and demand in the money and capital 
markets, etc. and, once this mechanism is impaired 
in any essential part, it is not easily put right. War 
economy is wasteful economy—and, when it comes 
to restoring prosperity and well-being, less crude 
methods have to be used than those suddenly 
seized upon in the war emergency. “Control” 
almost necessarily has to take as a starting-point 
some situation in the past (the production turn- 
over or imports of a particular item in, for example, 
the prewar year 1938) and it thus tends to become 
an enemy to flexibility and progress. For that and 
other reasons, countries cannot go on using the 
wartime controls but need to develop a peacetime 
order which will enable their economies to pro- 
gress under conditions representing a sufficient de- 
gree of balance internally and on foreign account. 

Restoration of a balanced system is not easy, 
however: in the twenties, after the first world war, 
an attempt was made (which, at the time, was 
even expected to ensure “prosperity forever”) but 
it failed because too many questions—including the 
proper adjustment of reparations and other in- 
debtedness of Europe and the adaptation of the 
United States balance of payments to the require- 
ments of a creditor position—had been left un- 
solved; and when questions of such importance are 
left in abeyance they have a nasty habit of return- 
ing and hitting one hard in the face, as indeed 
happened in the great depression from 1930 to 
1934. 

To what extent progress has been made in the 
balancing of budgets and the restoration of mone- 
tary systems, as steps towards overcoming the war- 
time disorganisation, will be considered in the next 
chapter of this Report. Before that it may be well, 
however, to make it clear that an increase in pro- 
duction—although certainly useful and, indeed, 
necessary for an improvement in the standard of 
living—is not in itself sufficient for the attainment 
of a balanced position. 

(i) It would, in the first place, be a mistake to 
suppose that an increase in production will neces- 
sarily mitigate inflation or even improve the bal- 
ance-of-payments position. As long as the credit 
system is characterised by a very high degree of 
liquidity, which has been the case in these postwar 
years, money incomes are likely to rise at the same 
rate as production and in that way an amount of 
spending power will be engendered sufficient to 
absorb the increased supply of goods. If then, pari 
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passu with the rise in wages and profits, the public 
increases its consumption, there will be no increase 
of saving to restore equilibrium between savings 
and investment and to fill a hole in the balance of 
payments. A balancing effect will be produced 
only if the proceeds of voluntary saving and the 
yield of taxes together rise to a greater extent than 
the volume of investment and of government expen- 
diture. Should the increase in production be used 
mainly to bolster up investments and government 
spending, without leading to any increase in saving, 
the situation will become more inflationary, not 
less. And increased taxation will not be a remedy 
if the public pays its taxes simply by cutting down 
savings. 

(ii) Secondly, as long as an extreme form of the 
sellers’ market existed, it did not matter much what 


was produced. In such a case, once the exceptional : 


phase is over, simply to increase production will 
not be enough: it will be necessary to ensure that 
the right thing is produced at the right price to 
permit competitive sales in the right market. 
Otherwise the full value will not be obtained from 
the productive efforts; on the contrary, a definite 
loss will be suffered. 

Thus, before the effect of an increase in a coun- 
try’s production can be judged, it is necessary to 
know what is happening in the economy with re- 
gard to savings, the volume of investment, govern- 
ment expenditure and taxation and also what ac- 
count is taken of market conditions abroad. It is 
only when sufficient balance has been restored in 
the financial field, as part of the postwar reorgani- 
sation, that the full benefit can be obtained from 
the production effort inside each separate economy 
and in the balance-of-payments relations between 
the different countries. 


Return To A BALANCED SysTEM 


The theory and practice of economics are both 
concerned with questions of balance. For a smooth 
working of the economic system there are certain 
conditions which must be fulfilled including the 
realisation of a proper balance between: 


(i) government revenue and expenditure; 
(ii) savings and investments; 
(iii) costs and prices; as well as 


(iv) receipts and payments on foreign account 
(i.e. in the balance of payments). 


This list is not exhaustive. It is not enough for 
budget expenditure to be covered by corresponding 
budget revenue; the level at which equilibrium is 
reached must not be too high in relation to the na- 
tional income—which simply means that the fiscal 
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burden must not be so heavy that enterprise is 
thwarted and the flow of savings dries up. An 
adequate adjustment must further be ensured be- 
tween the current increase in production (taken in 
its widest sense) and the simultaneous increase in 
means of payment. But, if equilibrium has been 
established in the four instances indicated above, 
it is highly probable that the remaining conditions 
for a balanced economy will likewise be found to 
have been fulfilled. These are not conditions pe- 
culiar to a “competitive market system”; they apply 
to planned economies as well. Management, which 
is to some extent required under any system, should 
never mean just arbitrary intervention but must 
include the attainment of a certain harmony be- 
tween government revenue and expenditure, costs 
and prices, etc. 

In most cases an advance has been made towards 
a state of balance between government revenue 
and expenditure. 

It is difficult to generalise in matters of public 
finance, for the significance of such terms as current 
and capital accounts, ordinary and extraordinary 
budgets, varies considerably from country to coun- 
try. In each individual country, however, it is pos- 
sible to discover the trend by examining the figures 
from year to year, and it is evident from such a 
comparison that a significant improvement in the 
budget position has taken place all over Europe; for, 
even if the level of expenditure is often still too 
high, it has generally become possible to do away 
with inflationary methods of covering the remaining 
budgetary deficit. Part of the progress has con- 
sisted in the establishment of a better order from a 
technical point of view, in that expenditure of the 
kind previously entered on special Treasury ac- 
counts (a practice only too common during and after 
the war) has, in most cases, now been incorporated 
in the general budget. 

It is possible to distinguish a variety of methods 
which have been employed for the purpose of put- 
ting an end to inflationary financing. 

In most countries relatively great stability has 
characterised the general price level in the years 
1948-50, as compared with the movements in the 
preceding years, and this, coupled with the main- 
tenance of active business, ensuring a high level of 
employment and sustained earnings, has meant that 
unpleasant surprises have been avoided in the field 
of public finance, the actual results achieved during 
recent budget years corresponding fairly closely to, 
or being even better than, the various estimates. 
Hardly anywhere has it still been necessary to re- 
sort to inflationary financing for the purpose of cov- 
ering budget deficits. This, however, is not the 
only criterion by which the soundness of a coun- 
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try’s public finances may be judged: it is, indeed, 
imperative that the budget in its widest sense (in- 
cluding all public charges) should be balanced at a 
level which does not put too heavy a burden on the 
economy and, in particular, does not 

(i) dangerously diminish incentives or the pro- 
pensity to take risks, 

(ii) dangerously impair the flow of private sav- 
ings. 


In either of these eventualities, enterprise would 
suffer and, with it, the volume of production and 
the standard of living. 

That heavy “marginal” taxation may keep peo- 
ple from making extra efforts is generally appre- 
ciated, and proposals are being worked out in many 
countries to reduce as far as possible the danger 
of such damaging effects and also to allow fiscal 
facilities in the case of special risks, e.g. in con- 
nection with exports and foreign investments. But 
little can be done to achieve any radical improve- 
ment as long as the over-all burden is very heavy; 
for sufficient revenue must, of course, be collected 
for expenditure to be covered and, if expenditure is 
large, complete avoidance of all forms of taxation 
with definitely harmful effects is clearly impossible. 

As regards the effect of the budget policy on 
savings, certain distinctions should be made. On 
the one hand, the aim may be to secure a temporary 
budget surplus as part of a compensatory fiscal 
policy, i.e. a policy adopted in times of great pros- 
perity in order to mitigate the exaggerations of a 
boom; or there may be an attempt to form savings 
by means of a budget surplus in order to provide 
a part of the capital regularly required for normal 
investments in the economy. If, in the former case, 
taxation has the effect of retarding an expansion 
of business, this is just what is desired; and when 
the boom subsides the tax rates should be lowered. 

In the second case, however, the more general 
question arises whether, bon an mal an, the run- 
ning of a budget surplus can effectually add to the 
volume of savings in a country. Very likely this 
question cannot be answered in abstracto: much 
depends upon the level of total charges, since a 
given increase in the revenue collected may not re- 
duce the rate of saving as much in a country with a 
low level of taxation as in a country where the 
tax burden is already very heavy. Unfortunately, 
since the second world war, taxation has been high 
almost everywhere, so the problems here involved 
usually present themselves under the worst pos- 
sible conditions. The dilemma is that the attain- 
ment of a budget surplus generally necessitates such 
high rates of taxation that the public may reduce its 
own rate of saving and that, owing to the un- 
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favourable effects of high taxation on incentive, 
the final result may be a net ioss of free resources. 

The question of the permissible burden of taxa- 
tion is being much discussed in the various coun- 
tries and improved statistical data have been re- 
cently collected. One improvement consists in 
taking account of both central and local taxation 
and of social security contributions as well, this 
being especially necessary in international compari- 
sons, since the method of defraying the cost of 
social security benefits varies considerably from 
country to country—in particular as regards the 
proportions respectively charged to the general 
budget and levied directly on employers and em- 
ployed. 

In judging the true burden of taxation, account 
must be taken not only of the bare percentage re- 
lation to the national income but also of a number 
of other circumstances. Although difficult to meas- 
ure, the ratio of taxation to the margin of average 
income above the subsistence level is clearly of 
importance, and in a country with a relatively low 
income per head the subsistence minimum will 
swallow up a very high proportion of the average 
income. It is also notoriously difficult to obtain 
tax payments from farmers—a fact which will 
make itself felt in Italy, for instance, where 48 
per cent of the population are engaged in agricul- 
ture and a relatively large proportion of them cul- 
tivate very small lots. 

In this field there are still many questions await- 
ing solution—one European country after the other 
being occupied with problems of “fiscal reform” 
and of adjusting expenditure to levels at which it 
is safe to maintain it. In that connection it is not 
only a question of current revenue and expenditure 
but also of outlay for investment and how to cover 
such outlay—a question which has to be considered 
as part of the general problem of how to make the 
best of scarce resources in any economy. 

In a number of countries the attainment of equi- 
librium between current savings (as augmented 
by resources from abroad) and the volume of in- 
vestments, in order to avoid inflation, did not im- 
press itself on the minds of the authorities as the 
primary objective, once the war was over, since 
it seemed to them of the greatest urgency to carry 
out such immediate tasks as putting transport and 
other essential services into working order and 
meeting the minimum capital requirements of in- 
dustrial and commercial enterprises, even if that 
meant a somewhat inflationary credit expansion. 
Another question soon arose: whether, at so early 
a stage in the postwar reorganisation, an attempt 
should be made to fill the home market with con- 
sumer goods (which would mean, inter alia, using 
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part of the country’s foreign resources to import 
such goods) in order to restore the ordinary price- 
and-cost mechanism with the least possible delay, 
or whether the available resources should be mainly 
reserved for investments even if that would mean 
protracted shortages, the market being kept in check 
by a continuance of controls (the state of affairs 
which represents “suppressed inflation”). For 
Switzerland there was no difficulty in answering 
those questions since the existing resources were 
sufficient for both purposes (and a careful credit 
policy precluded excess in either direction) but it is 
interesting to observe that two countries—Belgium 
and France—which in many respects have come to 
follow similar policies in this connection chose dif- 
ferent lines: Belgium, even at the risk of holding 
up the repair of war damage and generally slowing 
down the rate of investment at the outset, favoured 
a return to ordinary market conditions in the hope 
that relative freedom to buy what was desired 
would act as a stimulus to further efforts and en- 
courage private saving (since money that could be 
freely used would be worth saving)—expectations 
which have not, on the whole, been disappointed. 
In France, on the other hand, ambitious investment 
programmes were drawn up, and to a large extent 
carried out, by which much of the country’s pro- 
ductive capacity was diverted to the provision of 
capital goods of a most modern type. This was, 
of course, a desirable development in itself but the 
price which had to be paid for it was a curtailment 
of the potential supply of current goods—with all 
that this meant in the way of continued inflationary 
pressure, reinforced by the difficulties of financing 
the many tasks which had been undertaken. In 
France, as in other countries pursuing a policy of 
large investments, it was really the resources con- 
tributed by Marshall aid which, financially and 
otherwise, made it possible, in the difficult year 
1947 and afterwards, to go on with what had been 
started, for monetary and other reserves were then 
in many instances on the point of exhaustion. 

It was, in a way, a sign of optimism and vigour 
that the European countries were so keen on mak- 
ing good the losses caused by the war and on laying 
the industrial foundation for increased output and 
consequently for a higher standard of living. But 
this eagerness to invest—even with the resources 
obtained through Marshall aid—could be carried 
too far. Thanks to more complete collection of 
basic data and to improved methods of computa- 
tion, the estimates of the volume of investments and 
of the national product are generally becoming more 
and more reliable; but even so, and especially in 
periods of price fluctuation, they must be regarded 
as mainly indicative of an order of magnitude. 
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Countries in western Europe have in recent 
years had a volume of investment which as a rule 
has been running at a considerably higher rate 
than before 1939, and this has been made possible 
largely by additional resources obtained from 
abroad. 

With Marshall aid tapering off, as foreseen from 
its inauguration, the individual countries will have 
to face a situation in which they must increasingly 
support any extension of their capital structure by 
their own domestic savings. It is in the realisation 
of this imperative necessity that several countries 
have taken steps to reduce their volume of invest- 
ment, knowing, as they do by now, that an overdose 
of investment, financed simply by an expansion of 
credit, will tend to raise prices at home and draw 
goods away from the export market. Large as the 
need still is for investments for a variety of pur- 
poses—and especially for the construction of dwell- 
ings—the obvious course is to look to increased 
domestic savings to meet the requirements of the 
situation. 

In those countries on the continent of Europe 
which have passed through periods of pronounced 
inflation for the second time in one generation, the 
public has become inclined to place its savings in 
“real assets” (Sachwerte) instead of keeping them 
in money form. Since it is not to be expected that 
memories of heavy losses in the past will quickly 
fade, there is all the greater need for a policy which 
can convince careful and provident citizens of the 
continued integrity of the national currency. It 
will not be sufficient to bring inflation to a tempo- 
rary stop merely for the period during which out- 
side aid is being given; budgetary and monetary 
policies must be such as to hold out the hope of 
permanence in the improvement, including an ade- 
quate accumulation of reserves. There are signs in 
several countries—but unfortunately not in all—of 
a change for the better as regards the volume of 
personal savings and the form taken by them, as 
well as indications of a revival of the capital 
markets. 

One of the most important aspects of the revival 
of saving in money form and the renewal of ac- 
tivity on capital markets is that firms which have 
obtained short-term credits from the banking sys- 
tem, as a matter of pre-financing for such long- 
term purposes as extension of plant, may be able to 
“unload” these commitments through capital issues 
on the market. In so far as short-term credits are 
repaid from the proceeds of long-term issues on the 
market, the banks will regain their liquidity and be 
able to extend fresh accommodation without the risk 
of adding to the inflationary pressure. The revival 
of activity in capital markets, being an essential part 
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of the financial mechanism, is, of course, of im- 
portance everywhere, but special interest attaches 
to such questions in countries where, as in Italy 
and Germany, an expansion of the volume of credit 
is being proposed in order to provide increased op- 
portunities of employment for people out of work. 
In both these countries the unemployment is of a 
special character and has little or nothing to do with 
unemployment appearing as the most regrettable 
feature of the downward phase in the business 
cycle. In Italy it is a result of the large increase in 
population, at the annual rate of about 450,000 to 
500,000, which adds some 150,000 adults to the 
country’s labour force every year even if emigration 
takes place, as in recent times, at the annual rate of 
175,000; but it must also be remembered that the 
war has caused a ten years’ interruption of emi- 
gration. Notwithstanding the constant expansion 
of the labour force, it has been possible to avoid 
any increase in the number of unemployed since 
the beginning of 1947, when, at the peak of the 
postwar inflation, unemployment stood at the high 
figure of 2 million. In western Germany it is, of 
course, essentially a question of “refugees” and 
“expellees” of whom nearly 9 million have come in 
since 1945; many of these refugees are elderly peo- 
ple, women or children, but they also include some 
3.5 to 4 million people who are “employable.” Early 
in 1950 the unemployed in western Germany 
totalled 2 million (this figure in itself implies that 
by then the greater number of the able-bodied 
refugees had found work—apart from the fact that, 
as the total figure, it includes unemployed workers 
already domiciled in western Germany before the 
war). 

But whatever the reasons and circumstances 
which may be quoted to explain why so large a 
number of workers are without occupation, it is 
obviously desirable that they should be able to find 
useful work; and the question has naturally arisen 
whether some form of credit expansion would be 
advisable for the purpose of providing additional 
employment. The memory of the terrible mass un- 
employment in the nineteen-thirties is still vivid, 
and it is also being asked whether measures of a 
largely monetary character could not be taken to 
relieve the situation. The war and postwar ex- 
perience is certainly no recommendation for in- 
flationary methods of financing; but it is suggested 
that the existence of “unused resources” in the 
form of unemployed labour might make it possible 
for credit to be expanded in some measure without 
causing inflation. 

It is now generally recognised that an excessive 
volume of investment which has to be financed by 
an inflationary expansion of credit necessarily ex- 
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erts a distorting influence on the balance in the cost 
and price structure and hence on the working of 
the economy in general. It is almost self-evident 
that there must be a proper relation between costs 
and prices inside each economy and also vis-a-vis 
foreign countries. Balance does not mean a state of 
rigidity; on the contrary, movements of wages and 
prices are the means by which necessary changes 
in supply and production as well as in demand 
are brought about; and this is especially the case 
now that every vestige of the wartime direction of 
labour has disappeared from the western world. 
Questions relating to the freezing of wages and to 
price control will be examined in the next chapter; 
here only a few problems of a more general char- 
acter will be touched upon. 

As long as an abundant supply of money is still 
to be found in a country and its markets remain 
insulated from external influences by a continuance 
of trade and exchange controls, it is relatively easy 
for producers and merchants to obtain higher 
prices, and in such circumstances it cannot be ex- 
pected that the business world will put up a strong 
resistance to demands for increases in wages. But 
the trouble is that sudden and substantial increases 
in money wages (of 25 or 30 per cent at a time, as 
happened, for instance, in France and Austria) 
cannot be absorbed by existing profit margins and 
they, therefore, increase the cost of production only 
to be followed by still higher prices—to the ultimate 
advantage of nobody except, possibly, a set of 
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«4 In 1948 and 1949 in France, as in most other 


countries in Europe, the nominal increases in 
money wages have been kept within narrower 
limits. It has been realised that more moderate in- 
creases, which do not necessitate a corresponding 
rise in prices, are the only ones producing an im- 
provement in real wages, partly because they do not 
upset the monetary order. Early in 1950 it was, for 
instance, decided in France to return to a greater 
measure of free bargaining between employers and 
employed. This development has been made pos- 
sible, on the one hand, by the restrictive credit 
policy and a closer approach to a balanced budget 
and, on the other hand, by increased imports, re- 
flecting the stronger monetary position and repre- 
senting one of the results of the trade-liberalisation 
policy, while at the same time introducing an ele- 
ment of competition which militates against any 
undue price increases and thus safeguards the con- 
sumer. The example of France accordingly shows 
how the restoration of a better balance internally 
goes hand in hand with the restoration of greater 
freedom in foreign trade relations. 

There must always be a need to establish com- 
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patibility between internal prices and those ap- 
plicable in foreign trade, or (which comes to the 
same thing) between the price structures of differ- 
ent countries, and this is the basic idea of the “pur- 
chasing-power-parity theory” and, as such, is fun- 
damentally correct. Statistically, it is easy to show 
that in the past there have been deviations from the 
“purchasing-power parities” over a period of years; 
but it is equally or even more interesting to note 
the fact that when the price levels have had time to 
“settle down” (as they had done by 1928-29 after 
the upsets of the first world war, and again by 
1938 after the great depression) price relations, as 
calculated via the rates of exchange, show an un- 
mistakable return to the old relationship. This 
presupposes, of course, that the basic year chosen 
was a year of equilibrium, which was clearly the 
case as regards 1913. 1938 is less suitable, since. it 
was a year of depression, with an abnormally small 
volume of trade on the world markets together 
with unsettled conditions in several countries on 
the continent of Europe. It is often preferable to 
make comparisons with years further back as, for 
instance, with the years 1928 and 1929. 

After the first world war, it took up to the end 
of the twenties, i.e. fully ten years, for price rela- 
tions between. different countries to become more 
or less “normal.” By the summer of 1949 only 


four years had passed since the end of hostilities in 


the second world war; and even a cursory examina- 
tion of the available price indexes (wholesale prices, 
cost of living, export and import prices, etc.) would 
show that in a great number of @ountries no inner 
coherence had as yet been established. 

To get rid of high uncompetitive prices is surely 
one of the main conditions for the attainment of 
adequate equilibrium in a country’s balance of pay- 
ments. At the same time, the experience of recent 
years has shown that in many cases countries with 
a relatively moderate rise in prices (as calculated 
via the prevailing exchange rates) have had larger 
deficits in their balance of payments than countries 
with a more pronounced price rise. There is, in 
general, no mystery as to the explanation: the 
amount of goods and services which a country can 
sell abroad depends on the relation between the 
value of its own output and its total spending for 
consumption and investment: if the rate of domes- 
tic spending is so high that relatively little will be 
left for export, low prices in themselves do not alter 
the situation (that is one of the main reasons why 
the countries which devalued in September 1949 
have generally been taking steps to keep down 
spending through a restraint on increase in in- 
comes, this being one of the means of setting more 
goods free for export). When a country spends 
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more on consumption and investment than it pro- 
duces, the excess does not come out of the blue but 
appears as a deficit on the current account of the 
balance of payments. An examination of the tables 
containing data about the national product and its 
uses, as given on previous pages for a number of 
countries, shows how, in actual figures, the deficit 
on the current account of the balance of payments 
corresponds to the difference between total expendi- 
ture and the total supply of goods and services 
(whether on a gross or a net accounting). Logic 
demands that it should be so; and the compilers of 
the statistics relating to the national product have, 
in fact, to divide the amount of total supplies re- 
ceived from domestic sources and from abroad be- 
tween total consumption and total investment. 

It is, however, no easy matter, even when surplus 
funds are available, to re-establish the currents of 
private international lending in a world so dis- 
rupted by political anxiety and labouring so heavily 
under economic and monetary maladjustments, 
with additional hindrances often put in the way of 
private initiative by hampering controls. To some 
extent the lending markets must be prepared to con- 
template new forms of financing, partly in closer 
contact with their governments, which will no 
doubt be found anxious to assist, although they 
must not be expected to guarantee the whole risk 
involved. The International Bank for Reconstruc- 
tion and Development is likely to play a greater 
réle as Marshall aid diminishes—and the initiative 
called for by President Truman’s Point Four may, 
indeed, lead to new methods of investment in 
under-developed areas. It is to be hoped that, 
whatever methods be adopted for the provision of 
capital to old or new countries, the amounts will be 
made available without provisos as to their employ- 
ment, for only then can there be any chance of 
multilateral trade’s becoming a reality (and not 
only an aspiration in high-sounding speeches). As 
reconstruction proceeds, the United States and 
Switzerland should no longer be the only countries 
with surplus funds to lend. In the British budget 
speech of April 18, 1950, the Chancellor of the 
Exchequer said that the United Kingdom would 
need to have some surplus in the balance of pay- 
ments “to assist in Commonwealth and colonial 
development”—and a surplus available for over- 
seas investment presupposes, of course, that there 
is in the internal economy a surplus of savings over 
domestic investments. 

But for a real revival of international investment 
there must be evidence of improved conditions in 
the countries which would receive the funds. Con- 
fidence has to be restored, and this calls for the ful- 


filment of certain conditions, namely, a minimum 


991 





ANNUAL REPORT OF THE BANK FOR INTERNATIONAL SETTLEMENTS 


of political stability and positive action to strengthen 
the monetary position with a view to restoring con- 
vertibility. Obviously, these are conditions which 
the individual countries will strive to fulfil in 
their own interest. But it should also be remem- 
bered that in international lending—especially to 
governments—appeal cannot be made to any ju- 
diciary and executive authorities in case of default 
and, for that reason, the past record of each coun- 
try is a matter of great importance. Unless a coun- 
try deals fairly with foreign investments and, in 
particular, makes every effort to meet charges in 
respect of past obligations, it is not likely to restore 
its credit position in regard to future borrowing. 
Much patient and constructive work will be needed 
before international movements of capital can again 
make a natural contribution to economic progress. 


An Approacu To More Norma Price Revations 


The most conspicuous event in the economic and 
monetary field during 1949 was the wave of de- 
valuations, which was clearly connected with reduc- 
tions in reserves and shifts in the currents of trade as 
a sequel to the business recession in the United 
States. But, the more closely one examines these 


various developments, the more one inclines to 
the conclusion that the “master key” to this whole 
series of events is to be found in certain important 
changes in the market prices of raw materials and 


foodstuffs, reflecting a return to more normal condi- 
tions of supply. 

So far as prices are concerned, an inflationary rise 
is not the only consequence of a great war: there is, 
in addition, a disrupting effect on the general price 
structure, For some prices rise considerably more, 
others less, than the average, it being impossible, 
in the short run, to adjust supplies to sudden 
changes in demand or to have new lines of produc- 
tion ready to make up for the disappearance of old 
sources of supply. During the second world war, 
greater efforts were made than ever before—and 
with some success—to keep prices down by means 
of government control, notwithstanding exceptional 
shortages; it was in the nature of things that the 
various measures were more effective in regard to 
goods produced and consumed at home than in 
regard to commodities of importance in interna- 
tional trade; and it was consequently found that 
the price indexes rose more steeply for import and 
export commodities than for domestic commodities. 
And the fact that the important raw-material-pro- 
ducing areas in the southeastern part of Asia were 
involved in the second world war meant that a 
number of commodities were in distinctly short 
supply, the shortage persisting for several years 
after the war was over. Consequently, when in the 
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course of 1946 price control was lifted in the United 
States, the remaining scarcities were largely re- 
flected in higher prices, affecting markets not only 
in the United States but in other countries also. 

In the early months of 1949, the decline which 
was taking place in the United States brought 
American prices below British prices at the current 
rates of exchange and the discrepancy, which be- 
came wider in the course of the spring, was still 
quite substantial in the autumn. This discrepancy 
was one of the circumstances leading to the de- 
valuation of the pound and consequently to the 
other devaluations which in September 1949 opened 
a new chapter in the postwar history of com- 
modities. 

A comparison with what had happened on the 
commodity markets after the upheaval of exchange 
values in September 1931 shows, however, that the 
effects of almost world-wide devaluations vary very 
considerably according to the general trend of busi- 
ness at the time—what is often called the “world 
conjuncture.” In 1931 the devaluations occurred 
in the midst of a severe depression, and prices (as 
expressed in gold value) continued to fall sharply. 
In 1949, on the other hand, the devaluations coin- 
cided with a recovery in the United States and a 
continuance of favourable business conditions in the 
great majority of countries—which all helped to 
sustain the general level of prices. It may be noted 
in passing that a great number of countries had 
been relatively unaffected by the recession in the 
United States. A surprising case is that of Canada, 
a country in which the situation used to be greatly 
influenced by changing business conditions in the 
United States. Recently, Canada has shown a 
strong dynamic trend of its own, and in 1949 it 
went on its way, unperturbed by the setback in 
the United States. 

Inevitably, the many devaluations tended at first 
to reduce the dollar prices for nondollar commodi- 
ties but, within one month, i.e. by the second half 
of October, this almost automatic movement had 
already spent its force. From then onwards the 
intrinsic position of individual commodities and the 
strength of the upward business trend entirely 
neutralised the depressive influences arising from 
the devaluations. First and foremost, the devalua- 
tion decision as such removed one of the considera- 
tions which had induced manufacturers and traders 
in hard-currency countries to refrain as far as pos- 
sible from replenishing their stocks. Moreover, 
official stockpiling was continued while unrest in 
Malaya, Indonesia and some other areas in south- 
eastern Asia gave rise to fears that current supplies 
of key products such as rubber, tea, cocoa and oil- 
seeds would be adversely affected. Thus, prices 
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tended to stiffen, the only exceptions being crude 
oil, the price of which remained unchanged, and 
tin, lead and lard, the prices of which have eased. 
The two last mentioned are predominantly dollar 
commodities; even in terms of dollars, sterling 
commodities held their position better than the 
general run of dollar commodities (the opposite—it 
would seem—of what might have been expected) 
and it was largely thanks to this that the terms 
of trade for the raw-material-producing countries 
of the sterling area were as good as, or even more 
favourable than, those they had enjoyed before the 
devaluation. 

The upheaval in the price structure as a result of 
the war affected various countries in very different 
ways according to the extent to which their export 
prices rose in comparison with their import prices 
or, in other words, according to the changes in 
their terms of trade. Most western European coun- 
tries are predominantly importers of primary prod- 
ucts and exporters of manufactured goods; and the 
terms of trade in the thirties, and especially in a 
year of rather acute depression such as 1938—with 
relatively low raw-material prices owing mainly to 
weak American demand—were distinctly favour- 
able to the industrialised countries in Europe (cf. 
the table on page 110 of the nineteenth Annual 
Report, giving the terms of trade for the United 
Kingdom back to 1913). 

1947 and 1948 were abnormal years, in which 
prices of most raw materials and foodstuffs were 
extremely high and only a few European countries 
(Switzerland being one of them) could charge cor- 
respondingly increased prices for their exports. The 
fall in the prices of primary products, which began 
in 1948 and gathered speed in the first half of 1949, 
was therefore very much to the advantage of the 
European countries (although the adjustment in it- 
self caused certain difficulties, culminating in the 
situation which led to the changes in currency 
values). 

The devaluations, as was to be expected, largely 
reversed the favourable development of the terms 
of trade for the importing countries in Europe, 
especially since, among primary products, even 
sterling commodities rose so sharply that in terms 
of dollars they became almost as dear as before. In 
the United Kingdom itself, at the time of writing 
(in the spring of 1950), it would take 10 per cent 
more exports to buy the same amount of imports 
as in August 1949. Denmark has, for the time 
being, suffered an even greater reverse. Italy, hav- 
ing devalued by only 8 per cent, seems to have 
been almost unaffected as far as its terms of trade 
are concerned, while Switzerland (having retained 
the value of its franc) has benefited by somewhat 
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more favourable import prices. As to the use of 
such words as “benefit” and “favourable,” there is 
one proviso to be made: a number of foreign coun- 
tries, upon receiving somewhat smaller amounts in 
Swiss francs for their products, were not able to 
buy Swiss goods on the same scale as before. In 
this connection, it is pertinent to remember that the 
low prices of primary products during the depres- 
sion in the thirties proved to be no unmixed bless- 
ing for the industrialised countries in Europe, since 
such countries found their exports seriously re- 
duced. On the other hand, in 1928, when the 
terms of trade were not precisely favourable to the 
United Kingdom, the balance of payments of that 
country showed a surplus on current account, and 
it was thus, in this respect, better off than in the 
years of depression in the thirties. To obtain terms 
which clearly put its partner in an uneconomic 
position does not seem to profit any country; since 
trade is a mutual affair, it naturally prospers best 
when the primary producers as well as the manu- 
facturing nations are able to cover their costs, and 
this seems generally to be the case when no violent 
fluctuations are occurring in prices or business ac- 
tivity. 

The year 1948 had already seen a general nar- 
rowing of the price changes in Europe, and 1949, 
on the whole, presented the same characteristic. 


A Year oF Sweepinc CHANGES IN ForgIGN 
ExcHanceE Rates 


Since the gold standard, with its remarkable com- 
bination of unlimited freedom of transfers and 
stable exchange rates, was first established in the 
course of the nineteenth century, there have been 
only two years in which adjustments of foreign 
exchange rates have been so sweeping that the ex- 
pression “wave of devaluations” has been justified. 
These years were 1931 and 1949. From a mone- 
tary point of view there were two outstanding char- 
acteristics common to both years: 


(i) In the first place, they were not war years but 
fell within periods of postwar economic and finan- 


cial reconstruction. It was generally believed in 
1928-29 that the world had then succeeded in set- 
tling down again to a more or less calm period of 
progress in production and trade. This belief, how- 
ever, proved to be an illusion: too many questions 
had been left unsolved for genuine balance to have 
been restored. About conditions in 1949 there was 
less illusion: the postwar adjustments had clearly 
not yet been completed; in itself, however, 1949 
was not mainly a year of disturbances but one in 


which very real improvement was shown in a num- 
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ber of fields, and in that way it was a better year 
than 1931. 


(ii) In the second place, the impulse to the wave 
of devaluations came, in both cases, from an alter- 
ation in the exchange value of sterling. Although 
a considerable number of depreciations and other 
modifications in foreign exchange rates had oc- 
curred in the inter-war period and again in the 
years after the second world war, it was not until 
sterling was affected that a stream of currency 
changes was released. About 36 per cent of all 
international trade is still financed in sterling. In 
itself this sensitiveness to changes in the value of 
sterling may be taken as proof of the central posi- 
tion that the British currency has held in the 
building-up and working of the gold-standard 
system, which, despite all modifications in gold- 
market practices, etc., has not been really super- 
seded as far as its main institutions and methods of 
financing are concerned, Gold is being accepted in 
exchange for national currencies, and, indeed, is 
much sought after by the many countries which 
have to replenish their monetary reserves. 


Devaluation is bound to produce a shock, and 
when, in addition, it was found that sterling and a 
number of other currencies, although devalued by 
30.5 per cent, continued to be quoted at a sizable 
discount in the markets for notes and for sterling 
on transferable accounts, people not unnaturally 
began to fear that the devaluation had been a fail- 
ure, that nothing had been really settled, and that 
years of depression might ensue, as had been the 
case after 1931. But by the beginning of 1950 a 
spirit of greater optimism had begun to make itself 
felt. 

It has been recalled that the upturn in the United 
States business trend had already begun in the 
summer of 1949, i.e. well before the devaiuations in 
September. Thus, there is every reason to think 
that an increased American demand for raw ma- 
terials would have set in during the autumn even 
if there had been no devaluation. Similarly, an up- 
turn in intra-European trade would most certainly 
have resulted from the liberalisation policy, irre- 
spective of the devaluations. A recognition of these 
connections does not, of course, imply that the 
rectification in price relations which the devalu- 
ations helped to bring about vis-a-vis the dollar 
area has been of no importance; and it also counts 
for something that a widely expected adjustment is 
now over and done with. But it would be palpa- 
bly false reasoning to give the devaluations the sole 
—or even perhaps the main—credit for all the im- 
provement which has taken place. 

Moreover, in judging the state of affairs in west- 
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ern Europe, it must not be forgotten that Marshall 
aid is still being received and supplementing inade- 
quate domestic savings. Progress is being made 
in restoring the monetary mechanism and establish- 
ing a better balance in economic life, but there are 
still many troublesome problems. One is how to 
obtain a sufficiency of domestic savings in the in- 
dividual countries; and here, even if national re- 
sources have been increased by higher production, 
it is, as a rule, still necessary to reduce excessive ex- 
penditure—in particular on the part of the govern- 
ments—weighing too heavily on the individual 
economies. Another is how to strengthen mone- 
tary reserves in order to provide a margin of safety 
against hazardous developments; in many respects, 
this question is bound up with the previous one, 
but it has its own peculiar aspects as well, as may 
be seen from an analysis of the supply and move- 
ments of gold—still the main component in mone- 
tary reserves. 


PropucTION AND MovEMENTs oF GOLD 


1949 will remain a memorable year in the his- 
tory of gold. New tendencies made themselves 
felt: the distribution of newly-mined gold was 
more even than in the previous year and there was 
a striking fall in the prices paid for gold on free 
and black markets—reflecting in the main a grow- 
ing confidence in national currencies. 


1. The output of gold in countries which regu- 
larly published figures of production rose from the 
equivalent of 790 million dollars in 1948 to 820 
million in 1949 or by 3-4 per cent. No informa- 
tion has become available with regard to gold pro- 
duction in the U.S.S.R. or the gold reserves accu- 
mulated in that country. 

The known output of gold is still some 30 per 
cent below what it was in the peak year 1940. No 
common trend can at present be discerned: in some 
countries government subsidies of various kinds 
and (recently) devaluations have given at least a 
temporary stimulus, while wartime and postwar 
increases in costs continue to depress gold produc- 
tion elsewhere. 

2. There is a significant change in the distribu- 
tion of gold: for the first time since 1945 the United 
States has not absorbed the whole current output. 
True, it added 164 million dollars to its gold re- 
serves—which was more than any other country; 
but this was only one-fifth of the reported output 
and other countries were able to add 250 million 
dollars to their reported reserves. The only impor- 
tant net loser of gold in 1949 was the United King- 
dom, and the whole loss was regained in the first 
quarter of 1950. A considerable number of coun- 
tries added to their gold reserves in 1949, including 
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Italy, Switzerland, Canada, Belgium, Venezuela, 
the Netherlands, Uruguay and Cuba. There were 
also some substantial additions to unreported gold 
reserves (without allowing for the wholly unknown 
changes in the U.S.S.R. holdings). 

3. The increase in the reported reserves corre- 
sponded to just over one-half of the new gold output 
in 1949. This leaves nearly 400 million dollars to 
be accounted for. Probably a part, say, one-third, 
went into unreported official reserves, and perhaps 
100 million dollars was taken by the arts. But 
there is still some 150 million dollars or more which 
has “disappeared”—having very likely been sold on 
free or black markets. It is highly probable that 
additional gold from unreported production was 
sold on the same markets. 

4, These sales of gold have been one of the fac- 


tors which helped to bring about a sharp decline in 


the prices quoted for gold in the free and black 
markets. 

The decline continued in the first four months of 
1950, exerting an important psychological influence 
in many countries, since such a decline is taken to 
signify an intrinsic strengthening of the value of the 
domestic currency. The collapse of gold prices is 
attributable less to the impact of the devaluations 
(which under different circumstances might easily 
have had the opposite effect) than to the growing 
evidence of internal recovery in western Europe, 


including, in particular, the main gold-hoarding 


country, France. Influences from outside Europe 
worked in the same direction: namely, the check to 
hoarding caused by the communist victory in China 
and the increase in the sales on free markets by 
South Africa and some other producing areas. 

The currency changes of September 1949 had cast 
their shadow before them; not only had transactions 
been held up until the expected devaluations took 
place but, in the spring and summer, funds had 
moved, clandestinely and otherwise, in search of 
safety. In a large measure, the last three months of 
1949 saw the logical reversal of these tendencies. 
These are, however, essentially short-term effects. 
The permanent consequences of the devaluations 
cannot be predicted on the basis of the experience 
gained up to the present. 

1949 was less characterised than any other post- 
war year by a one-sided and overwhelming flow of 
gold to a single recipient: the United States; and even 
the substantial efflux of gold—mostly from the ster- 
ling area—in the spring and summer was quickly re- 
versed in the autumn and the losses fully made good 
in the opening months of the following year. It 
may seem somewhat strange that a year which in 
retrospect is conspicuous for a more even distribu- 
tion of new gold should also have been a year of 
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widespread currency changes; but those changes 
fortunately came at a moment when they caused 
little disturbance; in fact, they seem to have been 
one of the factors contributing to a greater balance 
in the monetary position of the world. 

In 1945 the time had come for European trade 
to be resumed; but reserves were already scanty and 
it seemed a useful expedient to help trade along 
by the extension of credits between the various 
European countries (by means of the famous 
“swings” in the payments agreements). When the 
limits for these credits had been reached and came 
to be exceeded, payments had in several cases to 
be made in gold (i.e. in the means of payment 
internationally most acceptable) but reserves were . 
running down and it was fortunate, indeed, that 
a part of the arrangements made under the Marshall 
Plan was the payments and compensation scheme 
to ensure a continuing and growing flow of intra- 
European trade without any too burdensome charge 
on the monetary reserves of the weaker countries. 
Thanks to the improvements which have taken 
place, a new stage has been reached in 1950; but, 
even so, it is proving no easy matter to determine, 
in the working-out of a new payments plan, to 
what extent credit facilities and gold payments can 
be fitted together in such a way as to enable definite 
progress to be made towards full convertibility of 
European currencies. 

For convertibility to be resumed, with all that 
this entails in the form of possible gold payments, 
it is, of course, indispensable that—in addition to 
participating in further international measures—the 
individual countries should have established a suf- 
ficient balance in their internal economies and that, 
in so far as they require capital from abroad for 
their own development, the foreign resources in 
question should have been procured by loans or in 
other ways in good time, so that when an import 
surplus has to be paid for the foreign exchange is 
readily available. If arrangements are made for 
short-term credit facilities for seasonal and other 
temporary purposes, a useful element will have 
been added to the general credit structure; but such 
facilities should not be put on a par with the avail- 
ability of adequate monetary reserves in the free 
possession of the countries themselves. For coun- 
tries, as for individuals, monetary reserves serve to 
provide a margin of safety and, in particular, a 
means of gaining time, so that such readjustments 
may be made as the particular situation may re- 
quire. A considerable number of countries have 
altogether inadequate reserves. In April 1950 the 
United Kingdom had gold reserves second only to 
those of the United States, and yet the Chancellor 
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of the Exchequer, in his budget speech on the 18th 
of that month, expressed himself as follows: 


“It is the smallness of our reserves much more 
than the unavoidable degree of fluctuation in our 
earnings that is now our real trouble. That is why 
we must build up those reserves in every way we 
can, so as to have more in hand to meet the quite 
normal and inevitable fluctuations in the dollar in- 
come of the sterling area when Marshall aid ends 
in 1952.” 


Other countries may not have the same large 
actual and potential commitments as the United 
Kingdom but they, too, need an adequate backing 
in gold and foreign exchange. The problem of 
replenishing reserves cannot be dealt with as an 
isolated one, for it touches upon many aspects of 
the question of attaining a sufficient internal and 
external balance in each economy and, in the inter- 
national field, of establishing propitious conditions 
for foreign trade and payments. Attention has 
obviously to be given to these questions in the utili- 
sation of Marshall aid in the different countries. 
It seems quite clear that in the remaining part of 
the recovery programmes one of the main tasks 
should be to build up monetary reserves, especially 
now that the original production targets have been 
reached or surpassed. No real stability will be 
created in Europe before the reserve position of 
most of the continent’s monetary authorities has 
been strengthened—and only then will the countries 
be able to dispense with foreign aid. 


Money, Crepir AND INTEREsT RATEs 


A return to more normal monetary conditions 
has been part of the general improvement which 
has taken place during the last few years and which 
is characterised fundamentally by a better balance 
between the quantity of money and the quantity 
of goods, prices ceasing to move sharply upwards 
or downwards, exceptional shortages disappearing, 
and rationing, allocation and similar forms of con- 
trol being gradually removed. 

The same stage has not been reached, however, 
in all countries, and the movement necessary to 
restore equilibrium is not always in the same direc- 
tion. The note circulation fell in some countries 
but remained relatively stable in others, while 
there were a number of cases in which the amount 
of notes outstanding continued to rise. The circu- 
lation fell in countries as different from one another 
as the United States, the Netherlands, Switzerland, 
India and Czechoslovakia; a small or negligible 
increase occurred in the United Kingdom, the 
Scandinavian countries and Belgium; and the same 
was the case in Austria and Japan, where an end 
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was put to a long period of inflation; in France 
and the Argentine, expansion was at the rate of 30 
per cent, and in Greece it even exceeded 50 per 
cent, with substantial increases also in Australia, 
Germany, Italy, Finland, Brazil and Egypt; while 
China still had to cope with an inflationary rise in 
its note circulation (that country being the most 
conspicuous exception to the rule of general im- 
provement). 

In judging the significance of these various move- 
ments, account must be taken not only of changes 
in the volume of money (note circulation or notes 
plus deposits) but also of the supply of goods and 
services on which the money can be spent and of the 
prices at which they are purchased. If adjustment 
is made for the rise in prices, the resulting picture 
is already more realistic, but account must also be 
taken of any increase in production (which may 
best be measured by the estimates of the national 
income). There is also the possibility that the 
public may want to hold larger quantities of money 
in the form of cash, as occurs, for instance, when 
confidence is restored in a currency which had 
previously been depreciating rapidly. 

The weight of these considerations may be ex- 
emplified by the developments in a few countries. 

It might be thought that the United States is 
suffering from a serious excess of money, since the 
note circulation at the end of 1949 was more than 
four times—and the note circulation plus bank 
deposits more than three times—as large as in 1938, 
while wholesale prices had barely doubled in the 
same space of time. But, as a joint result of the 
rise in prices and a great rise in production, the 
total of the national income is more than three times 
as large as before the war and this means that the 
apparent excess of money has been almost wholly 
absorbed. The note circulation in itself still corre- 
sponds to a rather higher proportion of the national 
income than before the war, but some slight increase 
may be taken as normal, since there are a number of 
people who, previously poor indeed, are now better 
paid and can therefore hold a larger amount of 
their income in notes, as cash, than they could 
formerly. 

In Italy the note circulation increased between the 
end of 1947 and the end of 1949 from 795 to 1,057 
billion lire, ic. by 33 per cent. During the same 
period prices fell somewhat, but the increase in the 
note circulation was absorbed to some extent by a 
rise in production and also by a slowing-down in 
the velocity of circulation (which is equivalent to 
the holding of more cash for current purposes). 

The relation between the money volume and the 
national income is clearly a more reliable touch- 
stone than changes in the money volume considered 
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by themselves. It is interesting to note that in the 
countries where the exceptional shortages have been 
most successfully overcome, where controls have 
been abolished and where prices are fairly steady, 
the money volume is again tending to represent 
about the same fraction of the national income as 
before the war. It would seem as if the economic 
changes resulting from the war and the fact of ex- 
periencing downright inflation had had less effect 
upon the public’s habits in making payments and 
holding notes and deposits than might have been 
expected. 

Prewar experience also indicates that these habits 
are changed only slowly and that, while in periods 
of crisis the public may hold for a time an abnor- 
mally large or small amount of cash, it tends to 
restore its holdings to their previous level as soon 
as the emergency ends. The relation of the note 
circulation to the national income varied very little 
between 1920 and 1940 in Canada, Sweden and the 
United Kingdom. In the United States it rose 
abruptly during the depression and then settled 
down at a higher level. In the Netherlands and 
Switzerland movements were more erratic. 

The group of countries in which the quantity 
of money is now in about the same relation to the 
national income as immediately before the war 
includes the United States, Belgium and Switzer- 
land. 

In all three countries the quantity of money was 
excessive at the end of the war. In the United 
States, wholesale prices rose by some 50 per cent 
from 1945 to 1948, while money ceased to increase 
appreciably after 1946. In Switzerland prices had 
already risen during the war, but production rose 
year by year after the war and there was an even 
greater increase in the supplies of available goods 
(thanks to the recovery in foreign trade). In Swit- 
zerland, the relation of the money supply to the 
national income is still rather high, though there is 
no doubt that inflation has been ended and eco- 
nomic equilibrium restored; the surplus money 
probably represents hoards of Swiss francs in for- 
eign hands. In Belgium, where the active money 
volume had been reduced by a currency reform in 
the autumn of 1944, it would seem that between 
1946 and 1948 production rose by one-quarter 
and prices by some 35 per cent. 

A second group of countries comprises those in 
which the excess of money accumulated during the 
war has not yet disappeared. These include the 
United Kingdom, the Netherlands, Denmark, Fin- 
land, Norway and Sweden. In the United King- 
dom there has been a marked improvement as 
compared with 1946 but it has only gone far enough 
to re-establish the position recorded at the end of 
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the war, before the extreme cheap-money policy 
of the immediate postwar period had had its effect. 

In the group under review the country which 
has gone farthest on the way back to equilibrium is 
the Netherlands, where three effective methods of 
absorbing an excessive volume of money have been 
adopted: a monetary reform (including a decisive 
cut in the amount of notes and free deposits), an in- 
crease in production, and an increase in prices. 
Moreover, most of the counterpart funds received in 
connection with Marshall aid have been sterilised 
on an account in the Nederlandsche Bank (cf. page 
196 of the nineteenth Annual Report). Wholesale 
prices in the Netherlands rose by about 70 per cent 
between 1945 and 1950 and by more than 190 per 
cent between 1937 and February 1950. 

Three countries—Italy, France and Greece—may 
be taken as representative of the group in which 
the money volume has been below the normal pro- 
portion but rapid rises have taken place recently. 

No adequate estimates of the national income are 
available for Greece but it is possible to compare 
the increase in money with the increase in prices. 

In Italy the prewar relation has been re-established 
—primarily as a result of an unusually rapid ex- 
pansion of the volume of money—so that there is 
obviously no justification for any talk of a “credit 
deflation” in that country. In Greece the money 
supply is still small as compared with the prewar 
ratio but, as the Greeks have been through several 
periods of extreme inflation within one generation, 
the credit institutions of that country can hardly 
count on more than a very slow return to the degree 
of confidence which prevailed in the years before 
the second world war. 

In France, the total money supply is now rela- 
tively smaller than in 1938, but that was a year of 
monetary troubles, with disequilibrium in the bal- 
ance of payments; an additional reason for caution 
is the fact that the volume of credit granted to 
business is now relatively greater than before the 
war. 

This is just the opposite of what has happened 
in most countries. In relation to the national in- 
come, credit shows the greatest decrease in Belgium 
—a country which, since the war, has applied a 
firm policy of credit control for the maintenance 
of equilibrium internally and in its balance of pay- 
ments. In addition, it is very likely that in Bel- 
gium credit conditions are influenced by the same 
general factors as in the other countries, where the 
ratio under review is distinctly lower than before 
the war. One important general reason for this 
development is no doubt that many business firms 
were able to accumulate substantial reserves during 
the war and, in the postwar period, have been mak- 
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ing good profits of which a considerable part has 
been ploughed back into the business, with the 
result that they can finance themselves to a greater 
extent than before the war. Moreover, in some 
countries, where commercial banks (and not only 
savings banks) used to extend credits for invest- 
ment purposes (in the form of mortgages, etc.), a 
sudden rise in prices will have increased the 
nominal amount of the national income but not 
the amount of long-standing financing via the 
_banks. 

In France, where the credit ratio is abnormally 
high in comparison with prewar, this increase 
seems to be due partly to the fact that sudden rises 
by as much as 40 to 60 per cent a year in prices and 
wage costs ruled out any such growth in the 
volume of self-financing as occurred in other coun- 
tries, and partly to the lack of activity in the capital 
market, which not only made private business 
firms rely to a greater extent on bank credit but 
also caused nationalised enterprises to finance their 
development largely by recourse to the banks. 
Credits to such enterprises are shown as a part of 
ordinary business credits, whereas in the statistics 
of the capital market a distinction is made be- 
tween the two different classes of borrowers: in 
1949 nationalised industries raised a total of 14 
billion French francs (not quite equal to 50 million 
dollars) on the capital market, while business firms 
raised 64 billion francs (equal to about 200 million 
dollars), of which a part merely represented the 
reinvestment of the proceeds of securities redeemed. 

In the countries in which the velocity of circu- 
lation is slowing down—which implies a form of 
saving, in that individuals and firms hold more 
cash—a quite exceptional opportunity has arisen 
for an expansion of the margin of credit. Use was 
made of similar opportunities in the reconstruction 
period after the first world war, for example, by the 
German Reichsbank in 1923-24, and now it has 
again been possible to profit by the same concate- 
nation of circumstances. The experience gained in 
the twenties, however, was that these decidedly 
temporary possibilities of credit creation are soon 
exhausted and that at a certain moment a halt must 
be called. It is not at all certain that the circula- 
tion can be safely expanded until it reaches pre- 
cisely the same relation to the national income as 
in a given year before the war. Much depends 
upon the way in which the expansion takes place; 
if the increase in the domestic means of payments 
corresponds to an accumulation of monetary re- 
serves in, say, gold and dollars, there will be assets 
available to meet any strain which the larger cir- 
culation may provoke in the balance of payments. 

In the overcoming of the strong inflationary trend 
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which had been continued in France in the post- 
war period, the imposition of rather sweeping re- 
strictions—especially of a quantitative character— 
in the autumn of 1948 played a considerable rdle 
(as explained on page 170 of the nineteenth Annual 
Report). The restrictions applied, of course, essen- 
tially to credits granted by banks, and they were 
reinforced by rates for commercial credits rising to 
6, 7 or 8 per cent. Long-term rates were also 
affected: the yield of 3 per cent rentes rose from 
4.48 in December 1947 to 4.67 per cent in Septem- 
ber 1948 and to 5.18 per cent in February 1950. 

The stricter credit policy has compelled traders to 
release surplus stocks and exporters to sell to the 
exchange control the full amount of their receipts 
in foreign currency. It has thus helped in elim- 
inating the shortage of goods at home, in stopping 
the rise in prices and in halving the deficit in the 
balance of payments. And these advantages have 
been accompanied by an increase in industrial pro- 
duction by 10 per cent in 1949, while unemploy- 
ment has remained at a low level (40,000 to 65,000 
in the winter of 1949-50 as compared with a monthly 
average of 374,000 before the war, i.e. in 1938). 

Complaints having been heard of an undue re- 
striction of credit, some alleviations have gradually 
been allowed: thus in April 1950 the limit at which 
the authorisation of the Bank of France was re- 
quired for certain bank advances was raised from 
50 to 100 million French francs. And the redis- 
count “ceilings” limiting the amount of bills which 
each bank could rediscount with the Bank of France 
have also been raised. As a matter of fact, there 
has been a continuous expansion of the volume of 
credit: the restrictions have only served to keep it 
within reasonable limits. 

The yearly increase in the volume of business 
credits was at the rate of 59 per cent in 1947, 80 per 
cent in 1948 and 39 per cent in 1949. It is remark- 
able that under the existing regulations so large an 
increase Could be obtained. The fact is that the 
rediscount ceiling allowed a margin for some ex- 
pansion, besides which the banks could obtain, 
temporarily, certain additional funds from the 
Bank of France and they could also discount 
medium-term securities with the Crédit National. 
In addition, it was decided in March 1950 to allow 
special credit facilities for the accumulation of stocks 
of butter and for exports. Taken as a whole, the 
credit control cannot be said to have been too harshly 
applied; rather, it would seem that the expansion 
allowed has been the maximum that could safely 
be undertaken; and it is, therefore, of interest to 
note that in the first quarter of 1950 for the first 
time in many years no further expansion occurred 
in the credit volume. 
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In addition to business credits, the banks’ hold- 
ings of public securities have also increased. The 
difference between total government expenditure 
and revenue still remains large, amounting to 485 
billion French francs in the estimates for 1950 (of 
which 250 billion is to be covered by the counter- 
part of Marshall aid). There was an increase of 
65 billion francs in 1949 in the banks’ holdings of 
government securities; on the other hand, the direct 
advances by the Bank of France to the government 
increased by only a negligible amount, the legal 
ceiling for current state borrowing from the Bank 
of France being lowered from 200 to 175 billion 
francs. ‘The government borrowed considerable 
sums from the savings banks and postal-cheque 
system. 

Both note circulation and bank deposits have 
continued to rise, the total money supply increasing 
by one-third in 1948 and one-quarter in 1949. 

A new important source of credit expansion has 
been the advances by the Bank of France to the Ex- 
change Stabilisation Fund of 43 billion French 
francs, together with the rise in the Bank of France’s 
holdings of foreign exchange, indicating a rise of 
about 300 to 350 million dollars in France’s foreign 
reserves. As long as the Exchange Stabilisation 
Fund was being called upon to sell foreign ex- 
change, it took in corresponding amounts of francs 
and was, in fact, for years a source of supply for 
the Treasury, to which the amounts in francs were 
delivered. It was, however, soon faced with con- 
siderable losses in francs on forward operations 
as a result of the adjustments in exchange rates and 
also on account of the French multiple-rate ex- 
change system. When the trend turned, the Fund 
had not enough resources in French francs to buy 
the inflowing foreign exchange. Since the Treasury 
was also short of funds, it was arranged that the 
Fund should obtain advances from the Bank of 
France—on condition, however, that, when it sold 
exchange, it should use the proceeds in French 
francs to repay these advances—the new arrange- 
ment representing an important step towards a nor- 
malisation of the French monetary system. 

In Italy also, quantitative credit restrictions as 
well as higher interest rates have played a great 
role in the restoration of more effective financial 
stability after years of inflation. But that has not 
meant that no new credits have been granted: the 
volume of credit increased by about the same 
amount in 1948 and in 1949 as in 1947, in the 
autumn of which year the credit measures were 
taken. 

The receipt of foreign aid and the growth of 
domestic savings have made it possible to finance 
both the budget deficit and private investments 
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without inflation and without unfavourable effects 
on the balance of trade. Gross investments 
amounted in 1949 to about 20 per cent of the 
national income. In 1949, in conspicuous con- 
trast to former years, the financing of the govern- 
ment’s deficit did not involve recourse either to the 
Bank of Italy or to the commercial banks on any 
substantial scale, sufficient funds being supplied by 
foreign aid, the postal savings system or the market. 

Production and employment figures have risen 
but, owing to the rapid increase in the population, 
difficulties have been experienced in finding work 
for all the new recruits to the labour force. Early 
in 1950 the Minister of the Treasury announced 
plans for spending 120 billion lire annually over 
a period of ten years on the development of southern 
Italy, these schemes to be financed through a special 
new institution. A further move towards a freer 
credit policy was the reduction of the discount rate 
from 444 to 4 per cent on April 6, 1950 (the rate 
had been reduced from 51 to 4% per cent on April 
9, 1949). 

Even more than Italy, Greece has been affected 
by war and internal conflicts, it being only in 1949 
that fighting in that country came to an end. For 
these reasons, rehabilitation has been delayed, but in 
many respects impressive progress has been made 
during the last two years, the volume of industrial 
production reaching the prewar level by the end of 
the year and agricultural production being then 
within 25 per cent of that level. In the credit sphere, 
the great difficulty is that after such monetary 
debacles as the Greeks have experienced it is not 
easy to restore confidence in the national currency. 

In Germany, as in Austria, the monetary mechan- 
ism was for a number of years put almost out of 
action by an enormous redundancy of money in 
relation to the wages paid and the few goods avail- 
able at the officially controlled rates and prices. But 
at one stroke a more far-reaching measure than was 
ever taken in Austria was applied in the three zones 
of western Germany when the monetary reform of 
June 1948 cut down the volume of means of pay- 
ment by over 90 per cent. This produced a need 
for a larger circulation, and the degree of liquidity 
of the commercial banks allowed them to give 
much fresh accommodation, short-term business 
credits rising from 1,244 million Deutsche marks in 
July to 3,550 million in October 1948. There being 
then certain signs of an incipient inflationary rise 
in prices, the Bank deutscher Lander raised reserve 
requirements, trying to persuade the various banks 
not to increase the total amount of their credits be- 
yond the amount existing at the end of October 
1948; at the same time the Bank deutscher Lander 
stiffened the qualitative regulations for rediscounts. 
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In November 1948 wholesale prices ceased to rise 
appreciably, and early in 1949 they even fell some- 
what. 

This change in the trend permitted the Bank 
deutscher Lander to take the following steps to 
ease credit conditions: 


(i) the official rate of discount was reduced first 
from 5 to 4% per cent and then to 4 per cent; 


(ii) the minimum reserve requirements were re- 
duced (also in two stages): the reserve ratio for 
time deposits was lowered from 5 to 4 per cent 
and for sight deposits from 15 to 10 per cent or 
from 10 to 8 per cent, according to the category of 
the bank concerned; 


(iii) the qualitative requirements for rediscounts 
were relaxed and the “stop order” for bank credits 
—which does not seem to have been very effective— 
was cancelled. 


Refugees continued to enter western Germany; 
and, in order to help in procuring employment for 
them, some further expansionary measures were 
taken, first in August 1949 and again early in 1950: 


(i) In August 1949 the Bank deutscher Lander 
decided to encourage the granting of medium-term 
credits for long-term export orders or for invest- 
ment purposes by purchasing from the banks a 
limited number of their equalisation claims (that is, 
the so-called “Ausgleichsforderungen,” which were 
given to the banks, as part of the monetary reform 
in 1948, in lieu of cancelled assets to enable them 
to balance their positions). 


(ii) Early in 1950, the Bank deutscher Lander 
agreed to various expansionary measures, while 
stipulating that the central-bank credits should as 
far as possible be transitional, i.e. consist of tempo- 
rary advances, in anticipation of future proceeds 
from long-term loans and grants, and not represent 
permanent financing. The Bank deutscher Lander 
declared itself ready to help, if necessary, in pre- 
financing nearly 900 million Deutsche marks of a 
new housing programme (the total of which would 
amount to 2,500 million) and also 900 million of a 
special programme amounting in all to 950 million 
Deutsche marks. 


(iii) It was, moreover, agreed that counterpart 
funds would be released as quickly as possible. 

(iv) The ceiling (fixed by law) on advances 
from the Bank deutscher Lander to the Federal 
Government was raised, after agreement by the 
Allied High Commission, from 560 to 1,000 mil- 
lion Deutsche marks in December 1949 and it was 
at the same time provided that the ceiling might be 
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further raised to 1,500 million if the Board of Di- 
rectors of the Bank deutscher Lander approved 
such a step by a majority of three-quarters (such 
approval was given in May 1950). 


But, even before these recent measures, credit 
was expanding at an extremely rapid rate. 

Thus during 1949 the short-term credits extended 
by the commercial banks more than doubled, while 
medium- and long-term credits expanded even 
more rapidly although a part of this increase was 
related to old reichsmark credits converted into 
Deutsche marks. Partly as a result of this grant- 
ing of fresh credits, the banks’ liquidity gradually 
decreased. While in 1948 the banks held large ex- 
cess reserves with the various “Landeszentral- 
banken,” these excess reserves were very slight at 
the beginning of 1950, in spite of the fact that dur- 
ing 1949 the minimum reserve requirements had 
twice been lowered. 

The actual amount of the commercial banks’ re- 
serves was reduced by the withdrawal of notes by 
the public (the note circulation increasing by 1,100 
million Deutsche marks in 1949) and also, from 
the middle of 1949, by the large import surplus 
and new regulations for the financing of foreign 
trade, which resulted in heavy in-payments to the 
central banking system, while, owing to delay in 
the release of counterpart funds, out-payments 
were relatively small: the relevant accounts of the 
system (creditor and debtor foreign accounts as well 
as the credit balances with foreign banks and the 
liabilities of the Joint Export-Import Agency) 
showed a net credit balance of 591 million Deutsche 
marks at the end of June 1949 and a net debit bal- 
ance of 1,387 million Deutsche marks at the end of 
1949. 

In the early months of 1950 there have been 
various signs of greater moderation in the expan- 
sion of credit, which had been exceedingly rapid 
during 1949. At the same time, the trend of sav- 
ings by the general public is again upwards, after a 
setback in the autumn of 1949: for the early months 
of 1950 the in-payments into savings accounts work 
out at an average rate of 132 million Deutsche 
marks a month. In addition, receipts by insurance 
companies and payments into savings accounts of 
various associations (for building purposes, etc.) 
have continued to increase almost uninterruptedly 
since the monetary reform. 

As already mentioned, an excessive money supply 
was also characteristic of Denmark and Norway 
as a result of the financing of the military occupa- 
tion. Of the other northern countries, Sweden, 
having been neutral during the war, had no par- 
ticular difficulties in this respect, while the in- 
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flationary trend was strongest in Finland, which 
had been through two wars. 

The most effective action for lessening the money 
supply was taken in Denmark, where in the years 
1946, 1947 and 1948 the volume of notes in circula- 
tion and of demand deposits with the National 
Bank was reduced, in all, by 2,400 million Danish 
kroner through various measures of monetary re- 
form, including special allocation of the proceeds of 
certain taxes. The contraction is most clearly seen 
in the combined returns of the commercial banks. 

There is a significant reduction in the amount 
of cash plus balances with the National Bank held 
by the commercial banks. In the balance sheet of 
the National Bank the reduction is shown in the 
“regulation account,” which had originated in 
the financing of the occupation and which de- 
clined by 330 million kroner in 1949, , 

The process of cutting down the money supply 
was not continued during 1949: the total of notes 
outstanding and of the demand deposits held by the 
economy at the National Bank increased by 45 
million kroner and deposits with the commercial 
banks also increased for the first time since the end 
of the war. The government budget surplus and 
its net sales of foreign exchange again withdrew 
money from the economy, no appreciable releases 
being made from counterpart funds; but the gov- 
ernment offset their deflationary effect by making 
debt repayments in cash, in order to prevent a fur- 
ther stiffening of interest rates. The yield of gov- 
ernment securities had risen from 3.55 per cent in 
1946 to 4.40 per cent at the end of 1948; it did not 
rise further in 1949. 

The annual report of the National Bank for 1949 
mentions that at the end of that year the amount of 
counterpart funds and proceeds of other credits held 
at the National Bank came to 1,109 million kroner 
and that the Bank took the view that this amount 
should be written off on the regulation account and 
not be put into circulation again. The development 
of the exchange position must, of course, be watched 
with the greatest attention; and the Bank holds that 
“the economic policy of the country, while taking 
account of employment, should be framed in such a 
way as to fulfill the requirements of balance in pay- 
ments relations with foreign countries.” 

In its monetary policy Finland forms a striking 
contrast to Norway. At the end of 1948 the vol- 
ume of money (note circulation plus deposits) had 
increased since 1938 by twelve times in Finland, 
by eight and a half times in Norway. But, whereas 
in Norway prices had been allowed to rise only 80 
per cent above 1938, so that a large surplus re- 
mained, in Finland the greater part of the increase 
in the supply of money was absorbed by a tenfold 
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rise in prices. While Norway maintained cheap 
money, the Bank of Finland raised its discount rate 
during 1948 to 7% per cent. 

As a result of an increase in the real national in- 
come and a slight fall in the note circulation, the 
excess of money in the Netherlands, which resulted 
from the war and had only been partly removed 
by the monetary reform in 1945, has now been very 
nearly eliminated. The total of blocked money, 
which was as high as 6,800 million florins in 1945, 
has been brought down to about 1,100 million. 
That it has been possible to approach monetary 
equilibrium in the Netherlands during the two 
years 1948 and 1949 is mainly due to the accumula- 
tion (and sterilisation) of nearly 1,000 million 
florins in local-currency funds (i.e. Marshall aid 
counterpart funds), by which credit creation to the 
extent of about 1,500 million florins has been partly 
neutralised. 

In Belgium an increase of 2.3 billion Belgian 
francs in the gold and foreign exchange reserves of 
the National Bank was the main single cause of the 
increase in the supply of money during 1949. There 
was an increase of over 5 per cent during 1948 and 
about 3 per cent during 1949 in the note circula- 
tion as well as in the total money supply—which 
indicates that there has been no credit deflation 
but rather an expansion keeping pace with the in- 
crease in real income. 


More than in any other country, conditions on the 
money and capital markets in Switzerland have 
been characterised by a high degree of liquidity— 
so high, indeed, as to be distinctly embarrassing. 
The situation is the result of: 


(i) a continued high rate of saving in Switzer- 
land at a time when, with a slight business reces- 
sion prevailing, there was a decline in the demand 
for fresh accommodation; 

(ii) the emergence in 1949 of a current surplus 
of probably more than 700 million Swiss francs 
in the balance of payments after deficits of 300 to 
425 million francs in the two previous years. 


It is very difficult to tell whether in 1949 there 
was, on balance, a net influx of capital in addition to 
the surplus on current account. In any case, the 
increase in the monetary reserves of the National 
Bank was reflected in an increase in the Bank’s de- 
mand liabilities (i.e. deposits with the Bank), while 
the note circulation tended to decline. 

Account must be taken of the operations of the 
Old Age and Dependents’ Insurance Fund (the 
A.H.V.) which, instituted in 1947, has been ac- 
cumulating funds on a much greater scale than was 
anticipated. Its investments increased by 452 mil- 
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lion francs in 1949 and, since they were practically 
confined to securities placed by public authorities 
or semi-official institutions, they took a dispropor- 
tionate share of the “safer” investments. 

In order to reduce the redundancy of funds in 
the market, the Federal Government has decided 
not to let its credit balance with the National Bank 
fall below 200 million francs and to resume its 
policy of sterilising gold, the Treasury taking over 
gold from the National Bank. The sterilisation is 
to be applied to all gold held by the National Bank 
in excess of its stock as of mid-March 1950. The 
government has also decided to convert long-term 
bonds and to repay only short-term rescriptions and 
Treasury certificates. 

Switzerland is in a unique position in that it is 
the only country in Europe with a surplus of 
domestic savings available for foreign lending, this 
surplus being all the more effective since the Swiss 
authorities have no need to strengthen the coun- 
try’s monetary reserves. Most of the other coun- 
tries are still finding it difficult to restore smoothly- 
working markets for domestic borrowing, there be- 
ing almost everywhere a scarcity of savings—espe- 
cially for investments at long term and involving a 
risk. Financing of current foreign trade has pre- 
sented less difficulty: the banking machinery for 
short-term accommodation has mostly remained in- 
tact and in a position to meet demands. In the 
field of financing of international trade, the main 
market has continued to be the London market, 
functioning under conditions in which the hamper- 
ing effect of the exchange regulations is not too 
greatly felt. 

While, as regards its foreign exchanges, the 
United Kingdom passed through a year of dis- 
turbances in 1949, there were practically no reper- 
cussions upon the internal credit situation, which 
on the contrary showed signs of increased stability. 
Net deposits (i.e. the total of deposits excluding 
cheques in course of collection) increased by only 
50 million pounds in 1949, as compared with a rise 
of 232 million in 1948 and 244 million in 1947. 

In the short-term indebtedness of the government 
to the banks, there have been during the year two 
important modifications: a reduction in the total 
and a shift in the form of the indebtedness. Treas- 
ury bills have been substituted for the less flexible 
Treasury deposit receipts (T.D.R.), the latter hav- 
ing been reduced by about one-half. 

From March 1949 to March 1950, the govern- 
ment’s short-term indebtedness to the clearing 
banks (comprising bills and T.D.R. but not includ- 
ing the holdings of long-term government securi- 
ties, which form the bulk of the banks’ investments) 
was reduced by 275 million pounds (in round fig- 
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ures). In that period there was no longer any sub- 
stantial over-all budget surplus available for debt 
redemption but Marshall aid counterpart funds 
were used for repayments of short-term debt. The 
reasons why such repayments did not cause a more 
conspicuous reduction in the volume of the banks’ 
assets and liabilities may be stated as follows: 


(i) The British banks operate with a cash ratio of 
8 per cent (leaving out of account minor varia- 
tions); the amount of cash held by them depends 
essentially on the day-to-day operations of the Bank 
of England. Except for seasonal variations, there 
has been practically no change in their cash for 
two years and thus the banks have been able to 
maintain an almost unchanged total of assets. 
Among those assets, there has been an increase in 
advances, which must be said to have been well- 
nigh unavoidable in a period of rising prices and 
which has been compensated for by the repayment 
of government debt (reduction in T.D.R.). 

(ii) The receipt of Marshall aid and other for- 
eign funds, even if the counterpart in sterling is 
used for debt repayment, does not, of course, in 
itself lead to a contraction in the volume of money; 
it is necessary to examine what “real” uses are made 
of the resources obtained. 


In 1949 gold and dollar receipts amounted to 380 
million pounds but the deficit on the current ac- 
count of the balance of payments was only 70 mil- 
lion. The remaining 310 million pounds repre- 
sents “unrequited” exports to other countries or 
payments in gold and dollars on their behalf, such 
transactions resulting in a reduction of sterling lia- 
bilities and an increase in the United Kingdom’s 
foreign assets. In so far as foreign aid was passed 
on to other countries in these ways, it is evident that 
it could not be expected to reduce the domestic 
supply of money; but the money supply was not 
reduced even by the 70 million pounds of aid re- 
tained in the United Kingdom. This aid served 
to finance the excess of investment over savings 
which, had it not been for the resources made avail- 
able from foreign aid, would have had further 
inflationary effects and increased the pressure on 
the banking system. In effect, foreign aid served 
to finance an equivalent volume of expenditure 
on either home or foreign investment. In neither 
case were there any proceeds of foreign aid devoted 
to a contraction of the volume of money. 

The decline shown in deposits from March 1949 
to March 1950 is the first decline in a twelve-month 
period for a decade. While the note circulation 
increased in absolute amount during 1949, the 
end-of-year figure represented a smaller proportion 
of the national income than had been the case at 
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the end of 1948—this being an unmistakable sign 
of at least a halt in the money expansion of the 
war and postwar period. 

In the short-term market, the cheap-money policy 
has been continued—the rates payable on Treasury 
bills and other short-term obligations being appli- 
cable to a considerable part of the liabilities accumu- 
lated during the war. But the long-term market 
has been regaining its flexibility, with quotations 
fluctuating in response to supply and demand with- 
out any artificial support by newly created central- 
bank funds. 

An official sign of the acceptance of a higher level 
of long-term interest rates came in November 1949, 
when the Agricultural Mortgage Corporation raised 
its charges for mortgage loans from 314 to 4 per 
cent. In May 1950, for the first time since before 
the war, a gilt-edged loan was issued at 3% per 
cent: the British Electricity Authority borrowed 150 
million pounds at an issue price of 99 per cent with 
a government guarantee. 

Since short-term rates have been kept at the low 
level of 4 per cent for Treasury bills (and % per 
cent for T.D.R.), the difference between short- and 
long-term rates has progressively widened. The 
short-term rates used to move much more freely 
than the long-term rates, providing, so to say, a 
cushion against sudden changes in the cost of long- 
term financing and in that way helping to main- 
tain equilibrium in the credit system without any 
precipitous or untimely repercussion on the long- 
term rates, which are more important as regards 
the provision of capital for industry. 

In the United States—in direct contrast to the 
credit policy of the British authorities—long-term 
rates have been strictly pegged throughout the 
postwar period (at a yield of around 244 per cent), 
while short-term rates have been raised several 
times—from about % per cent for one-year certifi- 
cates in 1945 to 1% per cent in 1948. It proved 
possible for the Federal Reserve System to offset 
its purchases of bonds by sales of bills, certificates 
and notes without any but purely temporary in- 
creases in the System’s total holdings of government 
securities. 

A principal aim of the monetary authorities in 
the United States has been to “preserve orderly 
conditions in the market for government securities.” 
In general, this has meant that the Federal Reserve 
Banks purchased long-term bonds to prevent the 
price from falling, while selling bills in order to 
narrow the margin between short- and long-term 
interest rates. In 1949, for the first time in the 
postwar period, the market prices for securities 
tended to rise above the support prices and the 
authorities then sold both bonds and bills to main- 
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tain a fairly fixed pattern of rates. In June, how- 
ever, the Federal Reserve System somewhat changed 
its policy: yields were falling in the market and 
a maintenance of the established pattern would 
have required further sales of securities by the Fed- 
eral Reserve Banks. The Federal Reserve Open 
Market Committee, after consultation with the 
Treasury, then announced that “under present con- 
ditions the maintenance of a relatively fixed pattern 
of rates has the undesirable effect of absorbing re- 
serves from the market at a time when availability 
of credit should be increased.” 

There seems little doubt that readiness to adopt 
a more flexible policy even for long-term interest 
rates is making headway in the United States, and 
the same can be said of Europe. A most important 
step in that direction has been the acceptance of 
flexible market rates for long-term government 
securities on the London market in the summer and 
autumn of 1949. Soon the market reached a new 
level (with yields of 3.6 to 3.8 per cent), at which 
operations have taken place without any artificial 
support by the monetary authorities. 

The danger involved in a policy of supporting 
the market is not only—and perhaps not even pri- 
marily—that too low rates of interest may be en- 
forced but that the newly created funds brought 
into the market by the central bank cause an arti- 
ficial abundance of money liable to distort the scale 
and direction of expenditure both for consumption 
and for investment, and also to promote undesirable 
movements of capital abroad and at home. Often 
the addition to the volume of monetary purchasing 
power comes at the wrong moment from a credit 
point of view. 

While these dangers may be fully conceded, it 
is often thought that a fall in the quotations of 
government bonds, which is tantamount to a rise in 
long-term interest rates, may have many undesir- 
able consequences. 

Thus, it is argued that a rise in the level of 
interest rates may lead to unemployment. But 
rates have been raised in France without any such 
result; as far as Italy and western Germany are 
concerned, unemployment there has clearly not 
been caused by contraction of credit but is of a 
structural nature, while in Belgium it is rather a 
question of adjusting the economy to an increase 
in costs and particularly in wages in comparison 
with prewar levels. In all the other countries 
where no special difficulties have been present, a 
high rate of employment has been found in con- 
junction with very different types of monetary 
policy. 

Reference may also be made to the increase in 
the debt service if interest rates go up sharply. But 
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even here the additional cost may easily be over- 
estimated: the higher rates do not affect the cost 
of debt already funded (which is generally two- 
thirds or more of the total); secondly, it may not 
be necessary to raise the short-term interest rates 
very much or for very long; thirdly, a part of the 
increased debt service returns to the state in the 
form of tax payments; and, fourthly, it often hap- 
pens that a high proportion of the short-term debt 
is held by government departments, agencies and 
trust funds, in which case the meeting of the debt 
service merely involves payments inside the govern- 
ment machinery. 

It has also been feared that, with public debts 
as large as they often are in these days, a fall in 
security prices, especially if it came after a period 
of artificially cheap money, would lead to specu- 
lative excesses and cause capital losses to financial 
institutions. But here the experience of the London 
market—where the 24 per cent consols fell from 
a price of 98.4 in January 1947 to 69.1 in Novem- 
ber 1949 without any untoward consequences— 
would seem to show that the dangers may loom 
larger than they really are. 

In countries which have adopted an income- 
stabilisation policy, as has been done in Scandinavia, 
there is the further fear that an increase in the 
cost of financing building activity and a consequent 
increase in the amount charged as rents would lead 
to a breach of stability and thus imperil adherence 
to the general lines of policy followed. Much will, 
of course, depend upon whether in the countries in 
question the general trend of prices allows stabilisa- 
tion to prevail. Should the stabilisation policy 
have to be abandoned or greatly modified, the 
change would presumably involve a diminution 
of direct control and, therefore, more reliance on 
indirect controls of which a flexible interest policy 
may be an indispensable element. 

The opinion would seem to be gaining ground 
that the application of flexible interest rates has 
an important réle to play as part of a smoothly- 
working monetary system and that urgent consider- 
ation should be given to the requirements of a 
rational interest policy—a subject on which only 
a few observations can be made here with reference 
to particular problems and countries. 

In the recovery of France and Italy an increase 
in interest rates, together with quantitative credit 
restrictions, has proved of great use in the struggle 
to arrest inflation and restore monetary confidence. 
In both these countries the really effective interest 
rates have been very high—reaching 7 to 8 per cent 
or more (especially in Italy) for advances and a 
level above 6 per cent for long-term borrowing. 
As long as inflation is still rampant, high rates can 
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easily be paid, but once prices have become stabilised 
it is a more difficult matter. When it comes to 
lowering the rates, the trouble is, in the first place, 
that, in cases where prices have risen 20 times (as 
in France) or 50 times (as in Italy) since 1938, 
it takes strong medicine to overcome general mis- 
trust in the currency and, in the second place, that 
as long as the budget shows substantial deficits 
and thus absorbs a large part of the current domestic 
savings, the high rates are needed to restrain the 
outlay for investment on private account. In order 
to bring down the rates to more usual levels, it 
is obviously not sufficient simply to prescribe that 
banks and other credit institutions shall charge less 
when funds are lent; for the quotations of securi- 
ties and thus the actual yield are largely determined 
by supply and demand in free markets. It is neces- 
sary to attack the causes of the high rates and, in 
that connection, to improve the budget position— 
a matter which in any case becomes more and more 
urgent as Marshall aid diminishes. In Italy the 
particular problem of relatively high costs for the 
distribution of credit is more acute than in most 
other countries. This is connected with the fact 
that, in 1949, bank deposits, when adjusted for the 
rise in commodity prices, were still only two-thirds 
of what they had been in 1938, while for a number 
of reasons the staff of the banks had increased. Thus 
the amount of deposits per employee was only about 
one-half of the corresponding prewar amount— 
necessitating an unduly large spread between the 
interest rates paid for deposits and the rates charged 
for credits. Here there is an obvious need for 
measures which will help the Italian banks and 
other financial institutions to bring down their 
costs. The avoidance of excessive interest rates is 
in such cases a matter of constructive reform— 
more particularly, but not exclusively, in connec- 
tion with the budget. 


~~ The experience with regard to interest rates has 


been very different in those countries in which the 
rise in prices has not gone much beyond the gen- 
eral increase in world market prices as quoted, say, 
in dollars and where there has consequently been 
no real loss of confidence in the national currency. 
In Switzerland, for instance, relatively moderate 
changes in long-term interest rates proved sufficient 
to maintain equilibrium; the experience of the Brit- 
ish market for government securities, which was 
along the same lines, has just been referred to; 
and Belgium has also found that relatively moderate 
changes are singularly effective. It must not be for- 
gotten that an increase by one-half per cent in 
the rate level (say, from 3 to 3% per cent) will 
bring down the quotation for a 3 per cent bond 
from par (i.e. 100) to a price of 86. If the holders 
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of the bonds think that before long (e.g. when 
sellers’ markets and the boom are over) the inter- 
est level will return to 3 per cent, they are likely 
to stop selling, since they will need to be sure of 
very good returns elsewhere before they will take 
capital losses of 12 to 14 per cent on their securities. 

In official interest policy it used to be a rule that 
the discount rate of a central bank should be in- 
creased by one per cent at a time (in order to make 
an impression on the markets) but lowered only 
one-half per cent at a time (in order not to give 
people too strong an inducement to withdraw funds 
to foreign centres). But now that, in many mar- 
kets, official interest rates have been left unchanged 
for years—sometimes even for over a decade—it 
is probable that a very considerable psychological 
effect would be exerted by an increase of only 
one-half per cent. Such an increase would create 
a stir in all interested circles and give the impres- 
sion that the ordinary means of credit policy will 
again be used to uphold the integrity of the cur- 
rency—a move which would undoubtedly help to 
strengthen monetary confidence at a time when 
direct control measures are gradually disappearing. 


InTRA-EUROPEAN PAYMENTS AND COMPENSATIONS 


Before discussing the progress of the current 
payments plan, it is desirable to bring up to date 
the story of intra-European payments as described 
in the eighteenth and nineteenth Annual Reports of 
this Bank. 

The First Agreement for Multilateral Monetary 
Compensation of November 18, 1947 initiated the 
monthly reporting of European central banks to the 
Bank for International Settlements, which has con- 
tinued without interruption from December 1947 
until the present time. The results obtained from 
this Agreement were somewhat limited; the total 
turnover during its ten months of operation was 
the equivalent of 51 million dollars, 5 million being 
first and 46 million second category. But, as fore- 
seen in the eighteenth Annual Report, “the mech- 
anism already functioning is capable of adaptation 
and growth to meet new developments.” 

The new developments began with the Agree- 
ment for Intra-European Payments and Compen- 
sations for 1948-49, which was signed on October 
16, 1948 and is described in detail in the nineteenth 
Annual Report. 

The definitive total of drawing rights established 
for 1948-49 was 805.5 million dollars but only 
677.0 million were utilised in the nine months, 
leaving “unused drawing rights” of 128.5 million: 
of this total, 2.5 million dollars were to be utilised 
under Supplementary Protocol No. 2 of March 31, 
1949 to repurchase “off-shore” dollars of the 
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July-September quarter of 1948; 78.4 million dol- 
lars were carried forward to be utilised under the 
Agreement for 1949-50; and 45.7 million dollars 
were cancelled (leaving 1.8 million still outstanding 
at the end of March 1950). 

The Agreement for 1948-49 expired at the end 
of June 1949 and there was an interregnum until 
the signing of the new Agreement early in Sep- 
tember 1949. By a decision of the Council of OEEC 
the provisions of the Agreement of 1948-49 were 
extended for July 1949 as regards compensations 
only and compensations were carried out by the 
Agent on this basis; no drawing rights were avail- 
able but the participating countries agreed to grant 
temporary credit, where necessary, to cover the 
period. 

The Agreement for Intra-European Payments 
and Compensations for 1949-50 was signed on 
September 7, 1949, after several months of ardu- 
ous negotiations, and remains in force until the 
completion of the operations for June 1950. Its 
general lines closely followed those of the earlier 
Agreement, with two important exceptions: 


(a) twenty-five per cent of the drawing rights 
were made multilateral (the other seventy-five per 
cent being bilateral as before); and 

(b) special arrangements were made to cover 
the estimated European surplus of Belgium. 


The idea behind the establishment of multi- 
lateral drawing rights was that the country in 
whose favour they were established should be able 
to use the purchasing power thus provided where 
conditions (of price and quality, etc.) were most 
favourable. As in the previous year, the countries 
concerned made detailed estimates of the balance 
of payments in each bilateral relationship amongst 
the participating countries. Bilateral drawing 
rights similar to those under the previous agree- 
ment were established to cover three-quarters of 
the estimated deficits, after taking into account 
any “agreed existing resources” held by the debtor; 
a corresponding amount of “conditional aid” in 
ECA dollars was to be allocated to the creditor 
when the drawing rights were utilised. 

For each debtor country multilateral drawing 
rights were then established, equal to one-third of 
the total bilateral drawing rights established in its 
favour according to Annex C of the Agreement; 
the “conditional aid” was to follow the multilateral 
drawing rights and be firmly alloted to the country 
on which the drawing rights were exercised. (The 
proportion of bilateral to multilateral drawing 
rights was subsequently changed in a number of 
cases as new bilateral drawing rights were estab- 
lished or old “unused” bilateral rights from 1948-49 


1005 





ANNUAL REPORT OF THE BANK FOR INTERNATIONAL SETTLEMENTS 


were brought forward; it was also modified on 
account of the special arrangements for Belgium.) 

The Agent was authorized to utilise multilateral 
drawing rights automatically to cover current 
deficits up to an amount equal to one-third of 
the bilateral drawing right originally established 
in that relationship. Further, multilateral draw- 
ing rights might be used by the Agent at the re- 
quest of the debtor to cover a current monthly 


deficit: 


(a) in relation to a country which had estab- 
lished a bilateral drawing right in its favour (when 
this drawing right plus one-third had been fully 
utilised), and 

(b) in relation to a country which had not 
established a bilateral drawing right in favour of 
the particular debtor (so long as agreed existing 
resources had first been used up). 


Characteristic points of the Agreement for 
1949-50 which show some difference from the 
earlier scheme may be summarised as follows: 


(a) Portugal took part in the drawing-right 
system for 1949-50 so that, amongst the OEEC 
countries, only Switzerland did not join in this 
part of the Agreement. 

(b) The Agreement was made retroactive from 
July 1, 1949 (so that the July and August drawing 
rights were given together during the first oper- 
ations). 

(c) Provisions regarding the utilisation of bi- 
lateral drawing rights “additional” to those neces- 
sary to cover the monthly deficit were tightened up 
as compared with the earlier scheme, so that 
amounts could be obtained only for specific pur- 
poses, viz. to avoid a settlement in gold or dollars 
or to repurchase gold or dollars paid and, in ex- 
ceptional cases and for limited amounts during the 
early months of the scheme, to establish an ade- 
quate working balance. The tightening of the 
provisions was intended to prevent an unduly 
rapid utilisation of bilateral drawing rights with 
the object of obtaining multilateral drawing rights 
before they would otherwise have come into play. 

(d) Closely connected with (c) above was the 
insistence on the importance of the “ceiling” for 
the balances and debts outstanding on June 30, 1949. 
Drawing rights could be granted only to cover the 
cumulative deficits incurred and should not, there- 
fore, have the effect of increasing a balance or 
decreasing a debt beyond the amount in existence 
when the payments plan came into force. 

(e) At least two comprehensive reviews of the 
working of the system were provided for during the 
period of the Agreement, and 
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(£) elaborate provision was made for the revision 
of bilateral drawing rights, circumstances justifying 
revision being set out in detail in Annex D of the 
Agreement. 

(g) Unused bilateral drawing rights were to be 
put into a “pool” at the disposition of OEEC on the 
termination of the Agreement while unused multi- 
lateral drawing rights were to be cancelled (the 
Organisation making recommendations to ECA as 
to the disposal of the corresponding conditional 
aid). 


Two new factors of great importance had their 
influence on the working of the Agreement for 
1949-50 almost as soon as it was signed: the liberal- 
isation of intra-European trade under the auspices 
of OEEC and the currency devaluations which took 
place in September 1949. Profound changes ensued 
in the volume and direction of intra-European 
surpluses and deficits of trade and vitiated the 
estimates made only a few weeks previously. 

It is generally not possible to disentangle the 
effects of these two important factors, but in a few 
instances the causal connection seems fairly evident: 
(a) the heavy deficits before the devaluation of 
sterling and the subsequent recovery of the United 
Kingdom and (b) the large imports made by West- 
ern Germany at the same time as the measures of 
trade liberalisation came into force. In general, the 
effects of liberalisation of imports in most countries 
were felt only gradually (a number of restrictions 
being maintained), while the devaluations ap- 
peared, in subsequent months, to induce a less 
unbalanced position in current payments. 

It may be mentioned in passing that, technically, 
the Agreement of 1949-50 proved to be far more 
complicated than the previous payments plan. The 
provisions for the use of multilateral drawing rights 
and drawings on the Belgian loans were new and 
the insistence on the “ceiling” of June 30, 1949 
for all balances led to troublesome calculations. 
Further, the delay in signing the Agreement meant 
that the first operations had to cover two months, 
July and August 1949, and the devaluations of 
September produced problems of calculation which 
had not been clearly provided for in the Agreement 
and Directives. On this latter question it was neces- 
sary to have a special decision of the Council of 
OEEC which required renewed calculations for 
September (treating the month as two separate 
periods for drawing rights) and subsequent adjust- 
ments to the operations for that month (carried 
through with the operations for December). 

The devaluations of September 1949 reduced 
the need for drawing rights (as denominated in 
dollars) in two ways. In the first place, the esti- 
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mates of the bilateral positions made before the 
Agreement was signed were generally in national 
currencies, although the dollar equivalent figured 
in the table in Annex C of the Agreement as the 
amount of drawing rights established. Drawing 
rights are denominated in dollars until they are 
made available, when the equivalent in the national 
currency of the creditor country is actually drawn 
and credited to the debtor country. It follows that, 
as the remaining drawing rights, being denomi- 
nated in dollars, underwent no change, the unused 
amounts, when expressed in the national currencies, 
were automatically increased. Secondly, the amount 
of drawing rights necessary was reduced by the 
effect which the devaluations had upon the flow 
of trade and payments in Europe, there being, 
as already mentioned, signs of a better balance in 
European trade from October 1949 onwards. 

The payments plans were on a “gross” basis, and 
it is appropriate to note the decline in the gross 
amount of drawing rights from 677 million dollars 
(granted and received) in the nine months to 
June 1949 to 518 million dollars (granted and re- 
ceived) in the nine months to March 1950. But of 
special significance is the decline in the net amount 
of drawing rights by a round 200 million dollars: 
whereas certain countries such as Austria, Greece 
and the Netherlands showed no very great change, 
France was practically all square on 1949-50 after 
having been a net recipient of 280 million dollars 
in 1948-49; most of the corresponding decline in 
net drawing rights granted appears in the figures 
for the United Kingdom and Belgium. 

Taking the eighteen months as a whole it still 
remains true that France was (as a country but 
not per head of the population) by far the greatest 
net recipient of drawing rights, followed by Greece, 
the Netherlands, Austria and Norway. And, on 
the other side of the account, Belgium and the 
United Kingdom granted by far the largest net 
amounts. 

There was much discussion in Paris, and else- 
’ where, as to the advantages and the disadvantages 
of the European payments schemes. The advan- 
tages are fairly well known. Within the limits 
of ERP aid, and with no extra cost in dollars, it 
was possible to deal with the western-hemisphere 
and intra-European payments deficits in one com- 
bined ERP operation and thus to cover a very 
substantial part of each individual country’s “over- 
all” deficit. And, even though the drawing rights 
were bilateral, the plan permitted the OEEC coun- 
tries to come out with a debit or a credit balance in 
their current payments amongst themselves, rather 
than being forced into direct bilateral balance in 
each individual relationship. Further, the “first- 
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category” compensations brought about the auto- 
matic offsetting of certain debts and credits inside 
Europe while the “second-category” permitted some 
administrative transferability of currencies amongst 
the participants. 

The disadvantages of the payments plans have 
often been described and only brief mention need 
be made here: 


(a) They were too bilateral (and this applies 
also to the 1949-50 scheme in spite of some attempt 
at flexibility); this criticism must, indeed, hold 
for all such plans on a gross basis. 

(b) They were based on estimates of payments 
deficits and surpluses (made before each plan came 
into operation) which were bound to be subject to 
considerable error. 

(c) They gave no possibility of strengthening 
the reserve positions of the central banks, in many 
cases depleted to a dangerous extent in relation to 
the trade to be financed. 

(d) As a country had no incentive to economise 
drawing rights to increase its resources, the in- 
centives were in the wrong direction. A country 
receiving a drawing right stood to lose if it were 
not used up and, thus, the incentive was to run a 
deficit. Similarly, the country granting the draw- 
ing right stood to lose the conditional dollar aid if 
the drawing right were not fully utilised (even 
though, circumstances having changed or the esti- 
mates having proved inaccurate, the drawing right 
was no longer necessary). 


Although it is easy to exaggerate the importance 
of the wrong incentives in the payments plans (for 
other incentives, outside the plans, were far more 
important), yet there is no doubt that the payments 
schemes were too bilateral in nature, and experi- 
ence has proved that estimates of the balances of 
payments in individual relationships, made a year 
ahead, are often misleading. Nevertheless, in spite 
of imperfections, the drawing-right system was of 
real assistance at the time of most need and not 
only helped to prevent a breakdown but ensured 
a continuing and growing flow of intra-European 
trade. The scheme for 1948-49 was in the nature 
of an emergency measure, while that for 1949-50 
was negotiated under the shadow of the coming 
devaluations and bore all the marks of difficult 
compromise. 

After the devalutions of September 1949 had 
cleared the air and it was found that a better bal- 
ance appeared to have been attained in European 
trade (through some reduction of the extreme 
debtor and creditor positions), it became possible 
to consider a new plan which would be without 
the vices of the earlier ones. Discussions took 
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place in the OEEC in Paris and the ECA in Paris 
and Washington; these ideas were reflected in Mr. 
Hoffman’s Paris speech of October 31, 1949, when 
he said, inter alia: 


“Even when effective means are found to co- 
ordinate financial policies and to promote needed 
exchange rate changes, there are still bound to be 
temporary disturbances in the flow of trade and 
payments between countries. Their whole impact 
should not be allowed to fall upon the gold and 
dollar reserves of the individual countries. I be- 
lieve, therefore, that an . . . essential of any plan 
you devise must be a means to cushion the effect 
of these inevitable temporary disturbances. . . . 

“By a program, I mean a realistic plan to meet the 
fundamental requirements I have described. Per- 
haps you will accomplish this through adaptation 
of existing institutions. Perhaps you will find that 
new central institutions are needed.” 


This speech was followed by a resolution of the 
Council of OEEC on November 2, 1949, regarding 
further measures of cooperation. In the preamble 
the Council 


“recognises that it may be desirable to provide for 
a closer monetary and economic association on a 
regional basis. . . .” 


and, in the text of the resolution, the Council de- 
cided, as regards intra-European payments, 


“to widen the area of transferability of currencies 
among the member countries by suitable measures 
in the next intra-European payments scheme and 
by such additional arrangements and central insti- 
tutions as may be appropriate to this end.” 


The current payments plan for 1949-50 will ter- 
minate after the operations in respect of the month 
of June 1950 and a further scheme must be pro- 
vided to carry on from that date. 

Progress on the elaboration of a European Pay- 
ments Union has been fully reported in the world 
press and it is unnecessary here to follow the vicissi- 
tudes of the negotiations over the past six months; 
the committees of OEEC, with the close coopera- 
tion of ECA, have examined in detail the various 
suggestions put forward and, by the end of May, 
their views had arrived at a point of crystallisation 
when progress could be reported by the Payments 
Committee to the Council of Ministers and by 
OEEC to the public. 

Whatever may be the final shape of EPU it 
appears necessary for it to be built upon the exist- 
ing mechanism in Europe and, at the request of 
OEEC, the Bank for International Settlements has 
signified that it is agreeable in principle to perform 
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the banking functions. The experience which the 
Bank has gained in this field derives from its 
having acted as Agent under six agreements (in- 
cluding the three separate Belgium loan agree- 
ments). In the twenty-eight months to the end 
of March 1950 a turnover equivalent to 1,432 mil- 
lion dollars had passed through the Basle mechan- 
ism (in the form of compensations, drawing rights 
and loans), while a total of 1,172 million dollars 
of conditional aid had been firmly allotted by the 
United States Economic Cooperation Administra- 
tion to the participating countries at the request of 
the Agent. 

In conclusion, it seems appropriate to stress the 
fact that regional agreements such as the suggested 
European Payments Union can only be useful if 
they constitute definite steps towards convertibility 
of currencies on a world-wide basis; steps such as 
the loosening of exchange and other restrictions, the 
liberalisation and multilateralisation of payments, 
with the gradual giving-up of bilateral arrange- 
ments and the strengthening of central-bank re- 
serves, all tend in this direction. 


CoNCLUSION 


The year 1949 presents a curiously woven web 
of fears, troubles and solid achievements. The 


fears have not been groundless: apart from the 


political anxiety, whose influence on business could 
easily be overrated, there have been at least three 
very difficult adjustments which have had to be 
faced: a 30 per cent fall in the prices of primary 
products on world markets, a business recession 
in the United States which brought the index for 
industrial production down by 17 per cent between 
November 1948 and July 1949, and devaluations 
of currencies in countries responsible for two-thirds 
of world trade. Each of these adjustments might 
have caused a host of troubles; but by the end of 
the year any nervousness had been overcome and 
had given place to a feeling that one more stage 
had been passed in the task of reconstruction. It 
seems, indeed, a very real achievement that these 
three hurdles were taken with so little disturbance 
to the more fundamental line of improvement. 
Unruffled by these and other upsets, production in 
Europe continued to advance at the high rate of 
over 6 per cent per annum and agricultural output 
regained its prewar level; budget deficits had no 
longer to be met by inflationary financing and the 
deficits in the balances of payments were com- 
pressed; with the exception of two or three coun- 
tries in special circumstances, employment re- 
mained at high levels. 

With all this went a steady liberation from the 
shackles of wartime controls which found its ex- 
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pression in courageous decision by the OEEC Coun- 
cil in Paris to liberalise trade as part of the Euro- 
pean Recovery Program. The same spirit was at 
work in each particular country, irrespective of the 
political régime in power, rationing being lifted, 
more and more prices being freed from control, 
foreign travel being facilitated and greater possi- 
bilities granted for the transfer of money, a num- 
ber of currencies becoming practically convertible 
under conditions which permitted a certain increase 
of monetary reserves—in short, restrictions were 
eased in almost every field. Increased supplies 
from domestic production and imports of foreign 
goods have provided the basis for these measures 
of liberation, with a psychological background in 
a revolt by the peoples themselves against con- 
trols and rationing. It seems certain that, barring 
any grave calamity, there will be no turning back 
to the system of controls, now disappearing from 
land to land. 

This attitude of the people, which springs from 
ten years’ experience of government supervision, 
has some important consequences. In the first 


place, it is no longer possible to contemplate solu- 
tions to current problems which would involve an 
intensification of the system of physical controls. 
While the war lasted, no country could avoid doses 
of inflation to mobilise the resources required in 


a national emergency, and it was then not only 
natural but essential that physical controls should 
be imposed in order to make the redundant supply 
of money as innocuous as possible. But it is 
characteristic of a wartime economy that it eats 
into the accumulated assets of the past and thus 
represents the reverse of economic progress. It 
would be an illusion to think that similar methods 
could usefully be employed in peacetime; attempts 
to replace an insufficient flow of genuine savings 
by some process of artificial credit expansion, or 
eternally to keep down rates of interest by a sys- 
tematic open market policy, will only produce a 
state of excessive liquidity in which the artificial 
addition to domestic demand will tend to increase 
imports and impair the flow of exports. The 
result will be a persistent deficit in the balance of 
payments, which has to be met by real resources— 
through assistance from abroad or as a charge on 
the country’s own reserves. The great drawback 
involved by such practices is that no natural bal- 
ance will be reached, so that one critical situation 
after another will arise. It may be possible by a 
succession of expedients to put off the attack on the 
real problems for a time; but these problems will 
remain, and one day a halt will have to be called 
to the continuance of excessive investments, the 
creation of artificial income and reliance on foreign 
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aid. In these respects, progress has been achieved 
but there are still economies with difficult adjust- 
ments to make. And, when it comes to determin- 
ing the possible volume of investments, it must 
not be taken for granted that a budget surplus 
achieved by heavy taxation will always produce 
an addition to the flow of savings; for there is 
clearly the risk of a reduction in private savings— 
and then the ultimate effect may be a deadening 
of initiative and enterprise. 

Were it possible to impose a full measure of 
control, including administrative direction of labour, 
a system might be constructed which would be 
self-consistent and could thus be made to work 
without internal contradictions. But the kind of 
piecemeal intervention which has been in vogue 
in so many countries since the war has failed to 
afford any general guidance and it seems a sorry 
misnomer to refer to it as “planning.” 

The disappearance of physical controls in no way 
implies that the authorities should remain passive 
in the face of all the problems which wait for solu- 
tion. There are still important means of action 
available to them: it has become increasingly clear 
that a proper distribution of resources between 
home and foreign markets can be carried out 
through the working of the monetary mechanism 
and that a free and trusted currency will lead to an 
increase of genuine savings, furnishing the funds 
for further investments. Once money has been 
made sufficiently scarce in relation to available 
supplies, a multitude of troubles and problems 
vanish almost of their own accord; the more freely 
money can be used, the more readily will it be 
kept. There is in our generation a great and 
understandable striving for security; let it be re- 
membered that monetary security is a most valu- 
able kind of security, benefiting all members of 
society and very highly appreciated by those who 
have once lost it. It would be a great misfortune 
if after all the difficulties overcome in recent years 
—often at the cost of considerable sacrifices—there 
should be a failure to take the further steps neces- 
sary to consolidate the progress already made and 
to prepare the way for new advances. In this re- 
spect, the year 1950, the mid-term of Marshall aid, 
is of outstanding importance, the wartime short- 
ages having been overcome and exchange rates 
having been more generally adjusted to what may 
become their permanent levels. 

Fortunately, there is now a much greater under- 
standing of the inescapable connection between in- 
ternal financial policies and the outcome of bal- 
ances of payments, and also of the fact that ex- 
change and trade restrictions may well curtail im- 
ports and yet fail to improve the foreign position 
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(since the purchasing power which they confine to 
the home market absorbs goods otherwise avail- 
able for export) and that in any case they tend to 
repel any voluntary influx of funds. There is 
certainly a growing lack of belief that physical 
controls can master the problems either of domestic 
trade or of the balance of payments, while it is 
the peculiar quality of freely functioning markets 
that they naturally tend to produce equilibrium 
and may be found to do so at less cost to the indi- 
vidual consumer and to society—provided, of 
course, that the more basic problems of economic 
balance have not been left in abeyance. 

When it is asked what will happen at the end 
of the Marshall Plan the immediate answer is 
clearly that much depends on what is done in the 
remaining period of Marshall aid. Here it is only 
possible to point to a few of the main tasks: 


(i) It was heavy government expenditure that 
provoked the war and postwar inflations and, 
though much has been done towards discarding 
inflationary methods of financing, the present level 
of public expenditure in many countries is still 
very high in relation to the national income, thus 
placing a most heavy burden on economic enter- 
prise and drying up the flow of personal savings. 
There are deficits to be covered in railway adminis- 
trations, heavy charges in various branches of the 
central and local governments, and investment 
programmes essentially dependent on foreign aid. 
To overhaul the whole apparatus of public expendi- 
ture and revenue is a task that may have to be 
approached in different ways in different countries 
but can be neglected in none. 


(ii) Few are the centres in which the money 
and capital markets are as yet in regular working 
order. There is a general move towards flexibility 
of interest rates; it has been encouraging to find 
how often relatively small changes in interest rates 
have been sufficient to exert a considerable influ- 
ence in the market, proving themselves very help- 
ful towards a return to equilibrium. But a capital 
market must be able to count on a steady supply 
of fresh savings. In this field, too, it is necessary 
to examine what are the main objectives in view 
and to establish an order of priority; among the 
most essential immediate tasks is that of putting 
the monetary machinery itself into working order, 
which also requires a reconstitution of monetary 
reserves. 


(iii) In the industrial sphere attention must not 
be focused exclusively on the volume of invest- 
ments, forgetting the fact that efficiency is very 
largely the result of employing appropriate methods 
at the different stages of the production process, it 
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being possible for relatively small firms to fill a 
useful place side by side with the large concerns. 
With the disappearance of sellers’ markets, each 
manufacturer must be more than ever concerned 
to produce what the buyer, now free to choose, 
actually wants—and this involves problems which 
can hardly be solved without constant attention to 
the shifting trends of free markets. Moreover, it 
is obvious that the best protection for the consumer 
against too heavy charges is greater freedom for 
imports, it being therefore necessary’ to synchronise 
the abolition of price control with liberation of 
foreign trade. 


(iv) Much valuable experience has been gained 
as to the methods of affording greater latitude for 
foreign payments: it has proved possible and useful 
to proceed step by step, beginning with a greater 
freedom of movement for bank notes and _ pro- 
gressing until free exchange markets have been 
re-established. 


(v) In the economic field there are several prob- 
lems of a more international character which go 
beyond the possibilities of action by individual 
countries. Some of these are being considered by 
the OEEC organisation in Paris and the United 
Nations Economic Commission in Geneva; others 
are of even wider scope for a Europe vitally de- 
pendent on obtaining foodstuffs and raw materials 
in trade with overseas countries and an additional 
supply of dollars through indirect trade. In order 
that competitive sellers from European as well as 
other countries may give of their best, an expand- 
ing world market is required, and it is difficult to 
see how such a result can be attained without an 
increased outlet in the United States for more 
manufactured goods. 


(vi) Another problem in the international field 
concerns the settlement of liabilities affecting the 
balances of payments. After the first world war, 
many illusions were entertained as to the amounts 
that could be transferred between different coun- 
tries and continents, the neglect of economic real- 
ities being one of the factors contributing to the 
severity of the ensuing depression. It is officially 
recognised that certain similar questions now be- 
fore us need further study and it can only be hoped 
that this time they will be arranged in a way that 
does not unsettle the world economy. 


Europe has made considerable progress towards 
equilibrium in its balance of payments, the over- 
all deficit on current account being reduced from 
7.4 billion dollars in 1947 to 2.9 billion in 1949. 
It is true that there is still a considerable deficit in 
the direct balance with the United States, recent 
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progress being rather in relation to Latin America 
and southeastern Asia. But Europe has a vital 
interest in regaining its old markets and resuming 
the traditional pattern of trade which, built up in 
the course of a hundred years, may be taken to 
reflect the deep-seated needs of many economies. 
Such a return to tradition, however, requires the 
proviso that sales should be made increasingly in 
free markets, with settlements in internationally 
recognised means of payment. 


To have to adapt the currents of commerce to 
compartments coinciding with particular currency 
areas or established by bilateral arrangements, or 
to grant credits and loans with the proceeds tied 
to purchases in specified countries, can only lead 
to a distortion of foreign trade and payments; and, 
in order to get away from such pernicious influ- 


ences, progress must be made along the road to 
multilateralism and convertibility. It was generally 
recognised at the end of the second world war that 
the restoration of convertibility should be regarded 
as one of the more immediate aims of postwar 
policy. It may be that, in influential circles, there 
Was too great a tendency to force the pace in the 
first few years, and that the setbacks which were 
suffered produced a rather hesitant state of mind. 
But, in view of the importance of unhampered and 
all-round trade for the nations of Europe, con- 
vertibility must be regarded not as a distant goal 
to be reached within a decade or two but as a 
primary objective to be attained within the few 
remaining years of Marshall aid, under conditions 
which, though different from those of twenty years 
ago, may hold out the hope of enduring settle- 
ments in an atmosphere of unquestioned monetary 
stability. 





CURRENT EVENTS AND ANNOUNCEMENTS 


Appointment of Mr. Powell to the Board of Governors 


Mr. Oliver S. Powell, First Vice President of 
the Federal Reserve Bank of Minneapolis, was 
nominated from the Ninth Federal Reserve District 
on July 12 by President Truman to be a member of 
the Board of Governors of the Federal Reserve Sys- 
tem, to fill the unexpired portion of the term end- 
ing January 31, 1952, left vacant by the death of 
Governor Lawrence Clayton. The appointment 
was confirmed by the Senate on August 9, 1950. 

Mr. Powell was born in White Rock, South 
Dakota, September 17, 1896. He graduated from 
the University of Minnesota in 1917 where he 
specialized in banking, accounting, and foreign 
languages and received honors in economics. He 
joined the foreign service of the National City 
Bank of New York and was assigned to the Petro- 
grad Branch of that Bank for six months in 1917 
and 1918 when the outbreak of the Bolshevik Revo- 
lution occurred. Mr. Powell escaped through Si- 
beria to return to the United States. 

After service in the United States Navy from 
August 1918 until August 1920 as a Supply Officer 
on troop transports and destroyers, he joined the 
Federal Reserve Bank of Minneapolis in the Busi- 
ness Research Division. In June 1927 he became 
head of the Bank’s Research Department and Edi- 
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tor of its Monthly Business Review and served 
as such until July 1936 when he was appointed a 
Vice President of the Bank. In November 1936 
he was selected as the First Vice President and has 
served in that capacity since that time. 

Mr. Powell has been active for many years in 
banking and civic affairs. He has headed various 
Reserve System committees on operating and re- 
lated problems. In addition to developing two 
motion pictures on the Reserve System and a book, 
“Your Money and the Federal Reserve System,” he 
has conducted classes in central banking for in- 
structors in money and banking and is the author 
of a booklet “Questions and Answers on Gold.” 

He was the first educational director of the Min- 
neapolis Chapter of the American Institute of Bank- 
ing and subsequently its President. He has been a 
lecturer at the Graduate School of Banking, under 
the auspices of the American Bankers Association, 
at Rutgers University from 1939 to the present time 
and is well known to the graduates of that school 
in banks throughout the country. He has been a 
lecturer for the past five years at the Central States 
School of Banking, Madison, Wisconsin, and pre- 
viously a lecturer in evening classes at the Univer- 
sity of Minnesota. 
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Mr. Powell was a special consultant on invest- 
ments of social insurance reserves for the Commit- 
tee on Economic Security in 1934 and a special con- 
sultant in the development of the statistical office 
of the Federal Deposit Insurance Corporation in 
1934 and 1935. In addition, he has been active 
in the YMCA, Boy Scouts of America, Minne- 
apolis Chamber of Commerce, and the Northwest 
Shippers Advisory Board. He is an honorary mem- 
ber of Beta Gamma Sigma and Delta Sigma Pi. 
He is married and has three children, all married, 
and three grandchildren. 


Publication of the Annual Report of the 
Board of Governors 


The Thirty-sixth Annual Report of the Board 
of Governors of the Federal Reserve System, cover- 
ing operations for the calendar year 1949, is available 
for distribution. Copies may be obtained upon 
request from the Board’s Division of Administra- 
tive Services, Washington 25, D. C. 

Resignation of Class C Director 

On July 19, 1950, the Board of Governors ac- 
cepted the resignation of Mr. Philip T. Sharples, 
Chairman of Board, The Sharples Corporation, 
Philadelphia, Pennsylvania, as a Class C director 
of the Federal Reserve Bank of Philadelphia. Mr. 


Sharples had served as a Class C director since 
June 9, 1949. 
Appointment of Branch Director 

On August 14, 1950, the Board of Governors 
announced the appointment of Mr. John E. Corette, 
Jr., Vice President and Assistant General Manager, 
Montana Power Company, Butte, Montana, as a 
director of the Helena Branch of the Federal Re- 
serve Bank of Minneapolis for the unexpired portion 
of the term ending December 31, 1950. Mr. Corette 
succeeds Mr. James A. McCain, President, Montana 
State University, Missoula, Montana, who resigned. 

Admissions of State Banks to Membership in the 

Federal Reserve System 

The following State banks were admitted to 
membership in the Federal Reserve System during 
the period June 16, 1950 to July 15, 1950: 

Indiana 
Whiting—State Bank of Whiting 
Oregon 
Cave Junction—Bank of Illinois Valley, Cave 


Junction, Oregon 
Texas 


Bellaire—First State Bank of Bellaire 
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NATIONAL SUMMARY OF BUSINESS CONDITIONS 
[Compiled July 24 and released for publication July 25) 








Industrial production and construction activity 
increased further in June to new peacetime peaks. 
Following the outbreak of hostilities in Korea near 
the end of the month, buying showed a marked 
upsurge and commodity prices generally rose con- 
siderably in both wholesale and retail markets. 
Common stock prices declined sharply for a time. 
Prices of United States Government securities gen- 
erally showed little change. Bank credit continued 
to expand. On July 19 a large-scale Federal program 
was proposed for expanding defense production and 
curbing inflationary developments. 


INDUSTRIAL PRODUCTION 


The Board’s production index rose another 4 
points in June to 199. Although output of steel 
and some other basic materials had been at or close 
to capacity levels in May, continued strong demands 
resulted in further increases in production of most 
major groups of manufactures and minerals in June. 
In early July output declined temporarily owing to 
holiday and vacation influences. 

Production of durable goods increased substan- 
tially further in June, mainly because of gains in 
the automobile and machinery industries. Auto- 
mobile assembly, which had been at a new record 
rate in May, increased 23 per cent further in June, 


INDUSTRIAL PRODUCTION 


PHYSICAL VOLUME, SEASONALLY ADJUSTED, 1935 ~- 39 + 100 


1946 1948 1950 1946 1948 


Federal Reserve indexes. 


Monthly figures, latest shown are 
for June. 
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and activity in machinery industries continued the 
marked rise which began in early spring. Steel 
production was maintained in June at the capacity 
level reached in April. Refinery output of non- 
ferrous metals expanded considerably further, but 
supplies available, after increased takings for Gov- 
ernment stockpiles, continued substantially below 
industry demands. Mine production of copper and 
iron ore also expanded. 

Output of nondurable goods increased somewhat 
further in June, reflecting mainly continued gains 
in rayon and woolen textiles, paper, petroleum, 
rubber, and chemical products. Tire production 
was at a new record, and a substantial expansion 
in output of synthetic rubber was initiated. Ac- 
tivity at cotton mills declined somewhat. 


CONSTRUCTION 


Value of construction contracts awarded in June 
was maintained at the spring peak level reflecting 
continued expansion in awards for public work 
which offset further small declines in private 
awards. The number of housing units started in 
June was maintained at the record May level and 
for the first half of the year totaled 687,000 units, 
as compared with 449,000 units started during the 
first half of 1949. 


WHOLESALE COMMODITY PRICES 


1926-100 PER CONT 
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Bureau of Labor Statistics” indexes. Weekly figures, latest 


shown are for week ending Aug. 1. 
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NATIONAL SUMMARY OF BUSINESS CONDITIONS 


EMPLOYMENT 


Employment in nonagricultural establishments 
rose by about 300 thousand persons in June, after 
allowance for seasonal changes. About one-half of 
this increase occurred in industries producing dur- 
able manufactures; there were also gains in em- 
ployment in construction and transportation ac- 
tivities. 

AGRICULTURE 

Total crop production this year, according to 
July 1 estimates, is expected to be 6 per cent less 
than last year when stocks increased and exports 
were somewhat larger. Considerably smaller cotton 
and wheat crops are in prospect, but feed crops may 
approach last year’s large harvest. Marketings of 
meat animals recently have been in about the same 
seasonally low volume as a year ago, while produc- 
tion of milk and eggs has been larger. 


DIsTRIBUTION 


Consumer buying increased considerably begin- 
ning in the latter part of June, influenced largely by 
international developments. Sales at department 
stores in mid-July were 24 per cent larger than in 
the corresponding period a year ago; sales in the 
preceding 2 weeks were 9 per cent larger. New 
automobile sales increased further and the volume 
was limited only by the supply available. Anticipa- 
tory buying was also evident for various other dur- 
able and semidurable goods and such foodstuffs as 
coffee and sugar. Distributors’ stocks of most 
consumer goods, except passenger cars, had previ- 


SECURITY MARKETS 


COMMON STOCK PRICES 
a8 te 00 











° 





1943 «1944« 194519461947 «1948 1949 ©1980 
Standard and Poor’s Corporation; 
y’s Investors Service; U. S. v- 
Weekly 


Common stock prices, 
corporate bond yields, M 
ernment bond yields, U. S. Treasury Department. 
figures, latest shown are for July 26. 
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ously been rising following the recovery in produc- 
tion last summer. 


Commopity PRicEs 


Wholesale prices have generally risen considerably 
during the past 4 weeks, following earlier marked 
advances in April and May. The sharpest increases 
have been in prices of farm and food products, 
particularly livestock, meats, imported foodstuffs, 
and cotton. Cotton prices on July 21 were about 
one-fourth above the Federal loan level. 

Prices of most industrial materials have advanced 
further in recent weeks, with especially marked 
increases in building materials, textiles, rubber, and 
tin. Prices of most metals have been maintained 
at earlier advanced levels. 

Prices of some additional finished industrial prod- 
ucts have been advanced during this period, and 
with retail food prices increasing sharply, a sub- 
stantial further rise is indicated in the level of con- 
sumers’ prices. 

Bank Crepit 


Loans to real estate owners and consumers and 
holdings of corporate and municipal securities 
showed further substantial increases at banks in 
leading cities during June and the first half of July. 
Loans to businesses also expanded. Holdings of 
United States Government securities fluctuated con- 
siderably but declined somewhat over the period. 

Treasury deposits at the Reserve Banks which 
had been built up through tax payments in the 
latter part of June were drawn down during the 
first three reporting weeks of July, supplying re- 
serve funds to member banks. These funds were 
absorbed by reduction in Federal Reserve holdings 
of United States Government securities. The Sys- 
tem continued to sell Treasury bonds and also sold 
bills and certificates, and these sales were offset in 
part by purchases of notes. 


SecuriTy MARKETs 


Common stock prices fell 13 per cent from the 
latter part of June to the middle of July, reflecting 
developments in Korea, but recovered part of the 
decline during the third week. Demand for United 
States Government securities broadened through- 
out this period. With virtually no change in prices 
of long-term Treasury bonds, a moderate decline in 
the prices of high-grade corporate obligations re- 
sulted in some widening of the narrow spread be- 
tween yields of these securities. 
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MEMBER BANK RESERVES, RESERVE BANK CREDIT, AND RELATED ITEMS 
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MEMBER BANK RESERVES, RESERVE BANK CREDIT, AND RELATED ITEMS 
{In millions of dollars] 





Reserve Bank credit outstanding 








U. S. Government 
securities 





iod 

Date or peri ae all 
certifi- Other" 
cates, 
and 








Wednesday 
figures: 





ree 








“- 5% aS 27,515 
une 8. 
June 15.. 
June 22.. 27,345 
June 29.. ’ 27,426 


July 6.. ,779|24,471 27,659 
July 13.. :279)24;513 

July 20.. 694 19 096/24, 518 
July 27.. 7,780 24,520 


Aug. in 24,562 
Aug. 
Aug. at 1 : 

Aug. $ 6, 15,596 
Aug. st 4,607 27,389 ° 15 ,337 


Sept. 7.. 15 ,064 
Sept. 14.. 2 34 15 ,207 
Sept. 21.. 24,691 7 15,244 
Sept. 28.. 24,602 ; 15,139 


24,604 6 ,384)| 15,242 
24 ,604 296 54 15,211 
24,585 405}| 15,330 
833/24, 584 Bi) 15,314 


24,583 27,382 15,319 
85/24 ,532 27,528 
24,530) 27,397 
24,530 27,508 
24,479 27,543 


24,477 27,699 
24,476 596} 27,701 
24,427 27 ,833 
24,427 27,765 


1950—Jan. va 24,427 27,551 
Jan. - 065 24,426 27,311 
Jan. = 24,426 596} 27,121 
Jan. +s 634 24,425 26,913 


Feb. 1.. 24,395 26 ,928 
Feb. 8.. 24,345 26,985 
Feb. 15.. 533 24,343 26 ,993 
Feb. 21.. ’ 24,345 27,019 


Mar. 1.. : 24,345 27 ,060 
Mar. 8.. 7\17 24,345 
Mar. 15.. 402 24,320 
Mar. 22.. 11,044 8 24,271 
Mar. 29.. . 11,101 24,246 


Ase. 38.. 11,215 . 24,246 
Apr. sa 11,270 1 24,247 
Apr. * ° 24,247 
Apr. > 04; 11,436 24,247 


May 3.. ° 24,247 
May * 90)17, 24,249 
May ae 24,230) 
May 24.. 11,436 24,230 
May 31.. 5,802] 11,587 24,231 


June 7.. » 11,946 24,232 
June 14.. ‘ 12,012 ¢ 24,232 
June * 50} 12,029 . 24,231 
June 28.. 12,573 24,230 


July 5.. 13,031 24,231 
July 12.. 12,883} 3 24,207 
July is 7 12,583 J 24,207 
July 26.. 12,967 18 24,157 
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15 ,593 
15 ,630) 
15,617 


NNNN 


=Sa= 


5223 





+ 
~ 
Cone 


15,383 
15,428 


15 ,347 
15,261 


15,324 
15,268 


B2202 wun 
R2eS 
wee ee 
ane merat 
ss OOM 





“#22 


S555 S222 SSS88 S888 sess 





1 K 
16,157 
16,415) 


rr > EEE ££ EES £2 EL ££ FEE 2 EES 









































» Preliminary. 
1 Includes industrial loans and acceptances purchased shown separately in subsequent tables. 
? Wednesday figures and end-of-month figures (shown on next page) are estimates. 


Back figures.—See Banking and Monetary Statistics, Tables 101-103, pp. 369-394; for description, see pp. 360-366 in the same publication. 
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MEMBER BANK RESERVES, RESERVE BANK 


CREDIT, AND RELATED ITEMS—Continued 


[In millions of dollars] 





Reserve Bank credit outstanding 





U. S. Government 
securities 





Date or period 


Bills, 
certifi- 
cates, 

and 
notes 


Member bank 
reserve balances 





Other 
Fed- 
eral 

Re- 
serve 
ac- 
counts 





End of period: 
1929—June 29... 











1947—June 30 
1948—June 30: - 
Dec. 31... 





24.427 


24,395 
24,345 
24,246 
24,247 
24,231 
24,231 
724,136 


A 


r Res; 
4 Bt +3 
a2no~ 


E 


10,927 


10,925 
10,757 
11,042 
11,334 
11,549 
12,117 
12 ,832 


oe 
REVTED 
~~ x 


8 
7 
7 
7 
7 
7 
7 
7 
6 
6 
6 
5 
5, 
5 


re) 
=) 
~ 























2,356 
2,292 
11,653 
12,450) 
50) 14,920) 
5}15,915 
16,123 
16,139) 
16,112 
17 ,899) 
17 , 389 
20,479)|19, 1277 


17 ,867/|16 ,919 
17 ,437/|16,685 
16, 512)|15 ,337 
15 ,947/}15,176 
15, 850/15 ,261 
16 ,038)|/15 ,367 
16 ,568)/15,550) 1, O18 


16,211)/15,513 
15 ,973)|15 ,390 
15,657 15/150) 
15 ,878}/15 .202 
15. 814)/15,288 
15 ,934)/15 ,504 
16 , 129)|” 15,525 


setts 
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£33 


18 ,068 
17,558) 
16,873 
16 ,083 
16,113 
16,119) 
16,291 


16,520) 
16,146 
16,081 
15,89 

15,941 
16, 194) 
16,253 


3: 


oO 
eISOf 3Aonw 


— eee ee 
gee geeee 


ete ee 
st 
— 


33 


27,117 
































For footnotes see preceding page. 


MAXIMUM RATES ON TIME DEPOSITS 


[Per cent per annum] 





Nov. 1, 1933-|Feb. 1, 1935-| Effective 
Jan. 31, 1935|Dec. 31, 1935|Jan. 1, 1936 


Savings deposits iS) 2 
Postal Sav i 2 2 
Other deposits payable: 


2 2% 
In 90 days to 6 months... 2 2 
In less than 90 days...... 2 1 

















Note.—Maximum rates that may be paid by member banks as 
established by the Board of Governors under provisions of Regula- 
tion Q. Under this Regulation the rate payable by a member — 
may not in any event exceed the maximum rate payable by _ 
banks or trust companies on like deposits under the laws of the State 
in which the member bank is located. Maximum rates that may be 
paid by insured nonmember banks as established by the F.D.I.C., 
effective Feb. 1, 1936, are the same as those in effect for member banks. 





MARGIN REQUIREMENTS ' 


[Per cent of market value] 





Jan. 21, 
Prescribed in accordance with 1946- 
Securities Exchange Act of 1934 Jan. : 1, 

194 





Regulation T: 
For extensions of credit by brokers 
and dealers on listed securities 100 75 50 
For short sales 100 75 50 
Regulation U: 
For loans by banks on stocks 100 75 50 














1 Regulations T and U limit the amount of credit that may be ex- 
tended on a security by prescribing a maximum loan value, which is a 
specified percentage of its market value at the time of the extension; the 

‘margin requirements” shown in this table are the difference between 
the market value (100%) and the maximum loan value 

Back figures—See Banking and Monetary Statistics, Table 145, p. 504, 
and BULLETIN for March 1946, p. 295. 
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FEDERAL RESERVE BANK DISCOUNT RATES 
{Per cent per annum] 





Discounts for and advances to member banks Ad to individuals, 





Advances secured by Government banks red b 
- c hy — accents 4 < and Other ppoueed advances cbligntions of ae U.S. 
rn | Se 100) lst par See 13) 





q 


1 sxssssaace |] 


Rate on In effect Previous | Rate on In effect 


In effect 
July 31 beginning— rate July 31 beginning— i 


ng— 





Aug. 13, 1948 
Aug. 13, 1948 
Aug. 23, 1948 
Aug. 13, 1948 
Aug. 13, 1948 
Aug. 13, 1948 
Aug. 13, 1948 
Aug. 19, 1948 
Aug. 13, 1948 
Aug. 16, 1948 
Aug. 13, 1948 
Aug. 13, 1948 


Aug. 13, Jan. 14, 1948 
Aug. 13, 
Aug. 23, 
Aug. 13, 
Aug. 13, 
Aug. 13, 1948 
Aug. 13, 1948 
Aug. 19, 1948 
Aug. 13, 1948 
Aug. 16, 1948 
Aug. 13, 1948 
Aug. 13, 1948 


ns 


Philadelphia 
Cleveland 
Richmond 


x 


Minneapolis 
Kansas City... 


eee 
ee ee tee te eh tet tet tt heh 
NNNNNNHNNHNHNN 
eee 
NNNNNNNNNNNN 
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Oct. 28, 1942 

















San Francisco 

















1 Rates shown also apply to advances secured by obli of Federal intermediate credit banks maturing within 6 months. 

? Certain special rates to nonmember banks were in effect during the wartime 

Note.—Maximum maturities for discounts ——— advances to member banks are: 15 days for advances secured by obligations of the Federal 
Farm Mortgage Corporation or the Home Owners’ Loan Corporation guaranteed as to principal and interest by the United States, or by obliga- 
tions of Federal intermediate credit banks maturing within 6 months; 90 days for other advances and discounts made under Sections 13 and 13a 
of the Federal Reserve Act (except that discounts of certain bankers’ acce: and of Itural paper may have maturities not exceeding 
6 months and 9 months, respectively); and 4 months for advances wee | 10(b). The maximum maturity for advances to individuals. 
partnerships, or corporations made under the last paragraph of Section 13 is 90 days. 


Back figures.—See Banking and Monetary Statistics, Tables 115-116, pp. 439-443. 


FEDERAL RESERVE BANK EFFECTIVE MINIMUM BUYING MEMBER BANK RESERVE REQUIREMENTS 
RATES ON BANKERS’ ACCEPTANCES 
(Per cent per annum] [Per cent of deposits] 








Maturity jae 31 In effect be- Net demand deposits ! 








Effective date Central 

r hg 1 Aug. 13, 1948 1% of change reserve Reeve Country 
91-120 days 1% ' Aug. 13, 1948 1 i city ty banks 
121-180 days 1 1 Aug. 13, 1948 1 banks 














1 Date on which rate became effective at the Federal Reserve Bank 917 1 

of New York. The same rates generally apply to any purchases made | 19! —June 2 

by the other Federal Reserve Banks. 1936—Aug. 16 
ery?  famves: —See Banking and Monetary Statistics, Table 117, pp. | 1937—Mar. 


443-44 
FEDERAL RESERVE BANK RATES ON INDUSTRIAL LOANS 
AND COMMITMENTS R SECTION 13b 


THE FEDERAL RESERVE ACT 
Maturities not exceeding five years 
[In effect July 31. Per cent per annum] 
To industrial or 


commercial To financing institutions 
businesses 


May 1 
1938—Apr. 16 
1941—Nov. 








On discounts or 
purchases 





Portion 
for which Re- 
institu- 
tion is 
obligated 





Philadelphia... . 
Cleveland 
Richmond 

















Chi 1 Demand deposits subject to reserve requirements, which beginning 
Se. Ln Aug. 23, 1935, have been total dem deposits minus cash items 
M mone in process of collection and demand balances due from domestic banks 
a: -<: ) (also cinep war team Gall onus i bend esneuaiy deltas Gin Gated 
ae ity Apr. 13, 1943-—June 30, 1947). 
Sa rs : . 2 Requirement became effective at country banks. 

n Francisco. .. 3 Requirement became effective at central reserve and reserve city 




















' Including loans made in participation with financing institutions. 
* Rate charged borrower less commitment rate. 

* Rate charged borrower. 

‘ Rate charged borrower but not to exceed 1 per cent above the dis- 
count rate. 

* Charge of 14 per cent is made on undisbursed portion of loan. 

Back figures—See Banking and Monetary Statistics, Table 118, 
Pp. 446-447. 
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PRINCIPAL ASSETS AND LIABILITIES OF ALL FEDERAL RESERVE BANKS 
{In thousands of dollars} 





Wednesday figures End of month 





1950 1950 1949 





July 26 July 19 July 12 July 5 June 28 June 21 June 14 July June July 





Assets 
Gold certificates 22 ,373 ,430\22 ,428 ,431|22 ,430,428/22 ,459 ,429|22 ,460,431|22 ,471 ,430)22 ,471 ,429/22 ,363 ,431|22 ,459, 430/22 ,712,428 
Redemption fund for 
F. R. notes §22 ,533 522,345 526 ,532 §22 ,530 521,650 520 ,648 523,141 §22 ,532 522,648 572,418 





Total gold certifi- 
cate reserves... .|22.895 ,963|22 ,950, 776/22 ,956 , 960/22 ,981 ,959/22 ,982 ,081/22 ,992 ,078/22 ,994 570/22 ,885 ,963|22 ,982 ,078/23 ,284 846 


264,579 250,317 224,288 192 ,828 212,516 213,299 199 ,288 253 ,960 213,642 314,764 
Discounts and advances: 
For member banks... 333 ,336 182,533 47 ,843 66 , 703 52 ,363 57,755 59 ,904 202 ,383 26,138 216,433 


For nonmember 
banks, etc 17,000 17,000 17,000 17,000 17,000 17,000 19,400 17,000 17,000) 100,300 











Total discounts and 
350 , 336 199,533 64 ,843 83,703 69 ,363 74,755 79,304 219,383 43,138 316,733 
Industrial loans He 2,676 2,679 2,671 2,679 2,667 2,627 2,676 2,394 2,693 530 
U. S. vt. securities: 
Bills 4,057 ,547| 3,629,247| 3,832,575| 3,976,375| 3,836,875| 3,982,875) 4,100,875) 4,145,247 ,856,375| 3,774,495 
Certificates: 
Pe a 





, 778,550) 2,778,550) 2,831,050) 2, 5,357,250) 4,897,150) 4, : 2,790,550) 5,357,250) 6,620,500 
, 131,000) 6,175,700) 6,218,700) 6, 3,379,100} 3,148,700 ¥ 6,145,600) 3,499,700 j 
Bonds. ...csccccsess ,997 100) 5,286,000) 5,411,400) 5,554,700) 5,643,800) 5,649,800 ‘ 4,887,500) 5,617,900) 7,780,200 


Total U. S. Govt. 
securities. ...... ,964 197/17 ,869 497/18 ,293 , 725/18 ,586,325/18,217 ,025/17 ,678 ,525)17 ,692 ,825/17 ,968 ,897 ,331,225/18 528,795 

Other Reserve Bank 
credit outstanding. . . 318,903 403 , 588 396,120 277,655 277 ,825 505 ,367 494 ,834 275,009 325,570 391,550 








Total Reserve Bank 
credit outstanding ,636 ,112)18 ,475 ,297|18, 757 ,359)18 950, 362/18 , 566 ,880)18 ,261 ,274/18 , 269 ,639)18 ,465 ,683 , 702 ,626| 19 ,237 ,608 


Liabilities 
| Ae Reserve notes. .|22 , 768 ,730)22 ,868 ,405|22 , 969 ,363)23 ,047 ,968)22 ,800 ,803)22 , 706 ,047|22 , 767 ,870|22 ,841 ,198 , 920 , 933/23 ,305 ,260 
posits: 
Member bank — re- 
serve account 16,415 ,032|16,157 ,309}16,448 ,487/16,253 ,943|15 ,988 ,451/16, 169, 122/16, 309 ,026)16, 129,223 ,934,079)17 ,436,630 


U. S. Treasurer—gen- 
503 ,995 525,474 382,708 645 ,308 866 ,069 529,254 318 ,837 565 ,960 949 ,936 513,556 
1,174,069) 1,201,647| 1,179,926) 1,179,966) 1,140,308) 1,123,786] 1,072,730) 1,168,614 , 158,461 429 ,892 
264 ,963 260 ,696 277 ,298 289,585 300 ,337 271,033 374,381 274,827 273,025 588,181 


Total deposits 18 ,358 ,059)18 , 145 , 126/18 ,288 ,419/18 ,368 ,802/18 ,295 , 165|18 ,093 , 195/18 ,074,974/18 , 138 624/18 ,315 ,501/18 ,928 ,259 











Ratio of gold certificate 
reserves to deposit 
and FR. note liabilities 
combined (per cent)... 



































MATURITY DISTRIBUTION OF LOANS AND U. S. GOVERNMENT SECURITIES 
HELD BY FEDERAL RESERVE BANKS 


[In thousands of dollars] 





Within | 16 to 30 | 31 to 60 | 61 to 90 /91 days to| 6 months | 1 year to | 2 years to 
15 days days days days 6 months | to 1 year | 2 years 5 years 





Discounts and advances: 
June 28 69 , 363 ; . . 2,016 
July § vend 83,703 3 , 893 ,97 ,625 210 
July 64 , 843 . ‘ : 815 

199 533 ¥ . P 

350,336 ; ' : , 906 

Industrial loans: 


June 28 : § 260 
July § 7 a 779 
776 
721 
235 721 


ans 


3 


18,217,025 ,6! 595)}1, 339,317 211)1,481,500 ,O5 J . 2,318,100 
18,586,325 ° ,310)}1 446,420 602/1,124,050)2, ° ° 2,318,100 
18,293,725 ‘ ,092)1 433,259 538} 1,108 ,550 ° ° ° 2,318,100 
17,869,497 ° 802|1, 897,104 681)}1,056,050)2, ° : 2,307,100 
17,964,197 . 925)\2,045,411 074/1,056 ,050 ‘ 2,230,900 
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STATEMENT OF CONDITION OF THE FEDERAL RESERVE BANKS, BY WEEKS 
(In thousands of dollars] 





Cleve- 
land 


Rich- 


Atlanta 





Assets 


Gold certificates: 


Redemption fund 
for F. R. notes: 
June 
July 


July 


Total gold certifi- 
cate reserves: 





Discounts & ad- 
vances: 
Secured by 

U. S. Govt. 
securities: 
June 
July 
July 
July 
July 

Other: 
June 
July 
July 
July 
July : 
Industrial loans: 


securities: 
Bills: 
June 
July 
July 
July 
July af 
Certificates: 
June i —_ 
July ted 
July 2 Bad 
July 19.... 
July 26.... 
Notes: 
June 
July 
July 
July 
July 
Bonds: 
June 
July 
July 
July st 
July 26.... 
Total U. S. Govt. 
securities: 
June 
July 
July 
July 
July 





June 28 22,460,431 
22,459,429 


22,430,428) 
y 22,428,431 
July 26 22,373,4 


. | 17,869,497 


522,533 


22,982,081 
22,981,959 
22,956,960) 
22,950,776 
22,895,963 


212,516) 
192,828 
224,288 
250,317 
264,579 


3,836,875 
3,976,375 
3,832,575 
3,629,247 
4,057,547 


5,357,250 
2,846,550 
2,831,050 
2,778,550 
2,778,550 


18,217,025 
18,586,325 
18,293,725 





17,964,197 





52,289 


958,091 
975,285 
907,533 
958,232 
937,128 


15,920 
14,590 
21,061 
23,626 
25,402 


264,514 
274,131 
264,218 
250,200 
279,727 


369,329 
196,241 
195,172 
191,554 
191,554 


232,956 
428,028 
428,717 
425,753 
422,671 


389,083 
382,941 
373,062 
364,416 
344,500 


1,255,882 
1,281,341 
1,261,169 
1,231,923 
1,238,452 





6,970,275 


40,593 
32,582 
42,153 
48,562 
53,039 


13,985 
19,625 
12,510 
32,380 
198,515 


5,338 


945,782 
1,248,732 
663,508 


659.895 
647.658 
647,658 


1, 429, ‘087 


1,315,525 
1,294,757 
1,261,354 
1,232,125 





254,870 
241,349 
269,831 


356,262 


224,713 
412,885 
413,550 
410,690 
407,718 


375,319 





376, 118 


496,596 
263,864 
262,427 
257,561 
257,561 


313,229 


$23,157 
514,898 


1,665,209 





247,885 
256,898 
247,607 
234,471 
262,142 


179,510 


218,310 
401,119 
401,765 
398,987 
396,099 


364,624 
358,867 
ee tee 





21, "135 


205,518 
212,991 
205,288 
194,397 
217,339 


286,956 


975,777 
995,558 
979,885 
957,162 
962,234 








581,854 
603,009 
581,202 
550, 

615,319 


812,417 
431,674 
429,324 
421,362 
421,362 


512,434 
941,537 
943,053 
936,533 
929,754 


855,870 
842,359 
820,628 
801,611 
757,799 





223,818 


295,512 
157,019 
156,163 
153,267 
153,267 


338,192 
311,317 
306,402 
298,498) 


291,581 
275,646 


004,869 

{ ‘O28, 240 
1,009,100 
985,699 
990,923 





453,048 
433,413 


443,043 
438,357 
422,869 


21,929 
21.927 
21.927 
21.878} 


474,977 


118,709 
123,025 
118,576 
112,285 
125,537 


165,748 
88,069 
87,591 
85,966 
85,966 


104,547 


174,613 
171,858 
167,423 
163,543 
154,604 


555,794 





819,533 


853,470 
870,919 
884,172 
881,287 
882,519 


9,025 
8,593 
8,626 
10,059 


188,282 


248,593 
132,090 
131,370 
128,933 
128,933 


156,800 
288,102 
288,566 
286,571 
284,497 
261,889 
257,753 
251,105 


245,286 
231,881 


845,325 
862,461 
848,884 
829,198 
833,593 





626,575 


654,885 


11,369 
11,751 
10,617 
11,103 
10,836 


174,175 
180,507 


184, 192 


243,192 
129,219 
128,515 
126,132 
126,132 


153,394 


278,317 


256,201 
252,156 
245,651 
239,958 
226,844 


826,962 
843,726 
830,444 


811,186 
815.485 





349,367 
362,069 
348,975 
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STATEMENT OF CONDITION OF THE FEDERAL RESERVE BANKS, BY WEEKS—Costinused 
{In thousands of dollars} 





Total Boston 


Phila- Cleve- Rich- 
delphia land mond 


Atlanta 


| aia 








Assets (cont.) 


Total loans and 
securities: 
June 28 . « «| 18,289,055),1,265,221| 4,265,596) 1,216,233 ’ . ° 977,261|2,770,821/1,007,581| 565,490 - 827,827 
ee. seks 18.672.707]|1.290.268 4,.357,317)|1,242,420)1, . ° . 999,332)}2,826,125/1,028,612| 584,214 
July 12... ...|18,361,239)|1,265,150| 4,281,999) 1,221,296)1, ¥ ° y 981,709) 2,778,378)1,009,712| 567,844 
July 19......|18,071,709)|1,238,574| 4,202,985)1,193,552)1, ¥ ° ¥ 972.411|2,759,385| 992,431] 574,924 
July 26 . . | 18,317,209) 1,244,583) 4,391,194)1,200,477)1, t . . 969,044/2,773,490| 998,222) 574,442 
Due from foreign 
banks: 
June 28 
July 





26. , 
Reserve 
notes of other 
Banks: 
June 28 5,077 5,587 5,696 10,956 - 16,053 7 8,222 b 13,544 
July § ’ 4,766 5, 3,884 5,299 11,719 . 12,626 e i 5,729 J 13,769 
July 12 . 6,520 6,922 5,923 12,444 16,310 3 i. 7,972 13,067 
July 19 . 9,290 7,447 7,247 15,481 4 18,622 , 165 9,085 ,888 16,235 
July 26..... . | 6,933 6,771 6,764 17,450 ? 19,323 y 8,617 ‘ 18,661 
Uncollected i} 
items: 
June 28 : J 685), 211,119 07 176,532} 243,152) 207,717 y 432,405 bE t 138,138 230,984 
July 5. ~ y , i} 214,235 y 182,771| 220,276) 197,783 - 378,421 y 5} 130,241 ‘ 170,713 
July 12 ‘a ‘ 224,986 . 193,507; 263,150) 236,678 ‘ 496,622 x . 173,251 235,677 
July 19......} 3,155, 247,691 589, 209,542) 300,480 198,532) 509,398 . 174,130 .765| 262,885 
July 26...... ‘ J || 216,671 b 176,434) 253,826 174,927| 447,574 ‘ 154,217 236,116 
Bank premises: 
pe 225 1,101 , 2,953 .860 . 1,512 . i 0 2,280 4,501 
/ “iy Ses , j 2,953 \ ’ i a 2,275 4,502 
i 23» ae i | , A 2,953 8: 3 - Y u 2,275 4,631 
July 19 win . | ‘ . 9S 8S y ‘ c , " 2,275 4,631 
July 26 sara ‘ 1,097 
Other assets: | 
June 28 - 7 6,924 
July § as i 5,121 
July 12 we ‘ 1] 5,427 
July 19 i 5,850) 5,686 
July 26 , . 5,953 
Total assets: 
June 28 . 144,367,598) |2,463,455 : ’ ‘ . 519, 2,195,614 
July 5 44,463,997) 2,505,365|11, y ’ \y . ° P 2,191,273 
July 12 . .}44,712,891)|2,431,780) 11, J ° A J ° y 2,239,045 
July 19 . .}44,690,618)|2,484,202)11, ‘ ° \ 5, . t 2,218,599 
July 26......|44,537,343 \2,437,769 é J ° ¥ . 501, 2,191,608 


Liabilities 


Federal Reserve 
notes: 

June 28 . .|22,800,803) 1,392,266 1, J 039, y 898,623 

July § . .}23,047,968) 1,412,456 . ° y 1, . ¥ 7 t 3, 907,741 

July 12 . . |22,969,363) 1,403,237) 5,166,579)1,619, ,057, 514, 1,255,655| 4,469, 047, . 905,097 

July 19 . .|22,868,405} 1,389,973 1,246,701 ‘044. 903,064 

July 26 . . .| 22,768,730) 1,384,513 1,241,333)4, a i $ . 898,853 

Deposits: 1] 

Member bank 
—reserve 
account: 

June 28.. 15,988,451) 759,397 é . i , : 743,832| 778,353 
July . -|16,253,943)| J 334, 790,061 . , y f 379,741| 762,612) 746,906 
July . . 116,448,487) . 333, x y 383,781| 776,673) 822,905 
July . . 116,157,309 7 , 183,909 . ‘ 610, f 383,342} 763,395) 777,710 
July . .|16,415,032 461, 761,787)1,202, ‘ 373,577| 758,073) 774,473 

U. S. Treas- 
urer-general 
account: 

June 28.. % . 34,259 . 4 47,172 y 38,884 
july 5.. . 69,614 . 34,114 ’ 23,814 
35,757 Y J 22,354 
> 27,384 25,787 
37,597 35,667 7 25,793 


2367,235 102,548 47,330} 155,512 28,173 
2378,081 . 49,094) 161,308 29,223 

: ; 49,342) 162,122 . 29,370 
75,367 \ . . 50,245} 165,089 29,908} 44,263 
73,452 . ; 48,968 29,148} 43,138 


300,337| 4,307 } ' ; 383 ' : 3,146 
289,585|| 1,990 ; . t ; 1,028 : 3,814 
277,298) 4,917 ; ' ‘ 1,151 4 2,670 
..| 260,696|| 5,178 : ‘ ; 455 ‘ ; 661 
July 26..| 264,963] 4,506 ; 1,838 i 647 5,565 ‘ 606 












































' After deducting $23,000 participations of other Federal Reserve Banks on June 28; and $17,000 on July 5; July 12; July 19; and July 26. 
* After deducting $773,053,000 participations of other Federal Reserve Banks on June 28; $801,865,000 on July 5; $805,913,000 on July 12; $820,- 
662,000 on July 19; and $799,808,000 on lor 26. 
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STATEMENT OF CONDITION OF THE FEDERAL RESERVE BANKS, BY WEEKS—Continued 


[In thousands of dollars] 





Cleve- Rich- 


nad mond | Atlanta | Chicago 





Liabilities 
(cont.): 


Total deposits: 
June 28... .|18,295,165 . 1,416,894) 768,722) 759,398)|2.835. 657,572) 444,255) 818,687 
July 5... .|18,368,802 ; 1,361,816 . 758,845 5, 433,976, 828,695 
July .. . | 18,288,419) 1,328,926 »115| 770,357 y f 437,091| 843,728 
July ... «| 18,145,126) : 1,345,952 J 756,644 v : 440,227| 838,560 
July 26... ./18,358,059) 1,349,108 d 749,141/2,835, . 429,933) 832,206 

Deferred availa | 

bility items: | 
June 2 2,353, J 212,331} 194,176) 145,715 a 64,760! 115,839 
July 2,131,557 185,421) 127,270 y 55, 115,487 
July ....}| 2,533,783 445,694 213,360) 171,945 65: ‘ 148,689 
July - + o0) eee i ’ 225.790) 173,968 4 ; 148,255 
July 26....| 2,476,81 J 3 202,113) 159,425 f . 136,700 
Other liabilities 
including ac- 
crued divi- 
dends: | 

June 28.... 377) , \d 948 771 
Ray Beans .773) C a 476 A 437 
July 12.... 023 969 ‘ 509 439 
July 19.... f | . 416 948 388 
July 26.... d 513 480 

Total liabilities: | 
June . . .|}43,466,233)|2,405,873) 11,556, 2,651,805 
July 5 43,558, 100) 2,447, 2,750,119): 
July 12... .|43,801,588)/2, . d -822)|2.676,985): 
July 19... .|43,774,791)|2,425, 512, 2,707,050 
July 26... .|43,615,224||2,378, 695, 2,657,922 


Capital paid in: | 
June nee 219,074 
| “ee See: 219,499) 
July ae 219,766; 
July ee 220,010) 
July a 220,149) 
Surplus: 
(section 7): 
June — 488,173 \ f . J J . 42,552 
* es 488,173 ; ‘ 38,205 y > . ‘ A J 42,552 
July 12... 488,173 : 
July a 488,173) 
July whe i 488,173 
(section 
June oe 27,543 
ey .. Bad 27,543 
July 12... 27,543 
July ‘ 27,543 
July ‘ 27,543 
Other cap. 
June “S 166,575 
July 5S... 170,682 
July bs 175,821 
July hae 180,101 
July 26.... 186,254 
Total liabilities 
and cap. accts.: 








Capital Accts.: 








44,367,59: 3,755,745 2,195,614 
44,463,997) |2,505,365 3,692, 2,191,273 
44,712,891)/2,431,780)11, . 3,689,068) 2,538,407|2,239,045 
. |44,690,618)|2,484,202 60 3,735,004 2,218,599 
. |44,537,343)|2,437,769 3,696,933 2,191,608 


ity on accept- 
ances purchas- 
ed for foreign 
correspondents: 
June 28.... 
July 
July — 
July 19.... 
July 26.... 
Commitments to 
make industrial 
loans: 
June —_ : 
July § f 473 
July roe: 487 
July Ne: : 468 
July a is i 521 


—_—. 


' After deducting $3,780,000 participations of other Federal Reserve Banks on June 28; $4,279,000 on July 5; $4,007,000 on July 12; $4,064,009 
on July 19; and $5,432,000 on July 26. 
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STATEMENT OF CONDITION OF THE FEDERAL RESERVE BANKS, BY WEEKS—Continued 


FEDERAL RESERVE NOTES—FEDERAL RESERVE AGENTS’ ACCOUNTS, BY WEEKS 
{In thousands of dollars] 





Rich- At- 
mond lanta 





F.R.notes outstanding 


(issued to Bank): i 
23,538,876)|1,424,259|5,276,222 
23,665,914)/1,439,250)5,319,845 


1,560,950) 1,310,227/4, : 611,636 t 650,598 
663, 1 
23,748,062)|1,442,147|5,326,416 \ . 1 
1 
1 


5 

,568,628) 1,316,477 ' 614,055} 930, 649,571 
,574,260) 1,324,682 614,439 648,460)2, 
566,997/1,316,268 613,091 ; 646,231 


23,688,381)|1,439,459/5,302,043 w 
,558,329) 1,310,606 610,889 646,863 


uly 26 23,632,205)|1,438,037|5,293,081 
Collateral held against 
notes outstanding: 
Gold certificates: 
14,249,000; 440, 4,670,000 
4,770,000) 
4,770,000) 
4,770,000 
4,770,000 


38,223 ‘ 11,285 
45,893 85 17,575 
26,507 x 12,010 
99,522 ’ 32,320 
260,555 196,140 


. .| 10,450,000) 

. | 10,450,000) 
10,550,000) 
. | 10,550,000, 
. | 10,550,000, 


. |24,737,223 5,381,285 
24,844,893)|1,547, 5,487,575)1, 
24,880,507 5,482,010)1, 
24,953,522)|1,545, $,502,320 
25,114,555 J 5,666,140 


wn S3555 
23 23333 


TT) 
ee 


aco 

Ns 
UuAcouw 

aN 

nN 

S 


55 oo 
33 2 





53255 
52533 


661,250 
668,550 
661,225 
681,435 
678,025} 988,012 


£2222 8823) 
53553 £3232 















































INDUSTRIAL LOANS BY FEDERAL RESERVE BANKS MEMBER BANK RESERVES AND BORROWINGS 
{Amounts in thousands of dollars] [Averages of daily figures. In millions of dollars] 








Applications 1 Central reserve 
All city banks Re- 

Date (last a Loans Month, or mem- serve 
out- i week ending Wednesday ber city 

standing standi banks! || New | Chi- 
(amount) ou York 











Amount 
Total reserves held: 
188 ,222 ‘ 18,068 

386 15,941 
16,194 


16,522 
16,093 
16,137 
16,500 
16,177 
16,219 





£ok 
as 


>> ee taal 
S38 


eu 
“1 O@ 
oro 


Excess reserves: 
1949—June 758 


. | a 
Se 


Borrowings at Federal 
Reserve Banks: 


fon | a " 1949—June 


a, is 6< 
eer. 38. ... 
FY ah phe . ¢ a>: 

une 28........ 
PD ee He + July i bantia 
EES 
1 Includes applications approved conditionally by the Federal Re- asd as aR 
serve Banks and under consideration by applicant. tale 26......-. 
? Includes industrial loans past due 3 months or more, which are not 
—_— e p= — ~~ _rzemmme in weekly statement of con- 
tion ederal Reserve Banks. = . 
7 , » Preliminary. r Revised. 

che sum of the toon Tour column presen nepayineans ot ade | _,s Weekly figures of excess reserves of all member banks and ol 
: loans ; : country are estimates. eekly figures of borrowings of a , 
expired paiticoemantion a eae we ber banks and of country banks may include small amounts of Federal 

. Reserve Bank discounts and advances for nonmember banks, etc. 


Back figures.—See Banking and Monetary Statistics, pp. 396-399. 
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DEPOSITS, RESERVES, AND BORROWINGS OF MEMBER BANKS 
[Averages of daily figures.!_ In millions of dollars] 





Central reserve Central reserve 
All city banks All city banks Re- 
- mem- serve 

ber ber cit 
banks New Chi- banks banks New Chi- a * 
York cago York cago 














First half of June 1950 Second half of June 1950 





Gross demand deposits: 
tal 30,665 | 92, 21,264 | 5,340 | 35,205 
866 , 3,786 4,998 
ica smb | ae | ese | ae | a 
et demand deposits d 6. : 
te deposits adjusted * 
Time deposits 4 


Demand balances due from domestic banks... 
Reserves with Federal Reserve Banks: 
Total 


15,501 


58 



































1 Averages of daily closing res for reserves and borrowings and of daily opening figures for other items, inasmuch as reserves required are 
based on deposits at opening of business. 

2? Demand deposits subject to reserve requirements, i. e., gross demand deposits minus cash items reported as in process of collection and 
demand balances due from domestic banks. 

3 Demand deposits adjusted (demand deposits other than interbank and U. S. Government, less cash items reported as in process of collec- 
tion) are estimated for all member oa but not by class of bank. 

‘Includes some interbank and U. S. Government time deposits; the amounts on call report dates are shown in the Member Bank Call Report, 


DEPOSITS OF COUNTRY MEMBER BANKS IN LARGE AND BANK SUSPENSIONS 1 
SMALL CENTERS ? 


[Averages of daily figures. In millions of dollars] Member 
banks 











In places of 15,000 In places of under 
and over population 15,000 population tA State 








De d Demand 
yee on y nae Homies wo ponte suspended: 
except ;. except 
inter- inter- 
bank bank 








11,753 
11,622 
11,591 


12,145 Deposits of suspended banks 
12,117 : (in thousands of dollars) :* 
12,160 1934-42 137 ,362)|18 ,016 


By district, 
June 1950 


Boston , 109 829 
3. ae 314 ,253 
Philadelphia , 339 833 
Cleveland.......... ,405 918 














Richmond ee 1,125 417 


Atle 
5 aay ae = = 3 1 Represents banks which, during the periods shown, closed 


St. Louis ete: 694 351 293 porarily or pameneniy on account of financial difficulties; does not 
include banks whose deposit liabilities were assumed by other banks 

Minneapolis 618 303 449 at the time of closing (in some instances with the aid of Federal Deposit 
Kansas City......... 595 109 212 aapyeenee _Corporation loans). 
Dallas oe: 100 165 x 80 
Ss : ’ - 2 of dates of suspensions, and deposi “ry 

an Francisco 236 oes aes we bay ey Ft ee AO 
en were repo! 

‘Includes any banks in outlying sections of reserve cities that have * Deposit figures not available. 
been given permission to carry the same reserve as country banks. Back figures.—See Bank and Monetary Statistics, pp. 283-292; 
for description, see pp. 281-282 in the same “publication. 
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UNITED STATES MONEY IN CIRCULATION, BY DENOMINATIONS 
[Outside Treasury and Federal Reserve Banks. In millions of dollars] 





| Total | Coin and smal! denomination currency * Large denomination currency * 
End of year or in cir- is ad Unas- 
month cula- || | | | sorted 
tion! || Total || Coin $1 ‘i $500 |$1,000)$5 ,000/$10 , 000; 
} 


} 

ane ae ..| 5,519 || 4,167 || 442 . ’ 125 237 
1934... ...| 5,536 || 4,292 || 452 : at 3 112 216 
1935.. ..| 5,882 || 4,518 478 , : 239 
sas -.eeee| 6,543 |] $,021 517 § 7 135 | 265 
1937..... ..| 6,550 || 5,015 s : ; 139 | 288 
— few ...+-| 6,856 |i S, s " ’ 160 | 327 
1939 wee PF aE 5 ‘ t ; 191 425 
1940 +h 8,732 || 6, ; ‘ : 3 227 523 
1941... tiad 11,160 § .355 |2, 545 (3, ‘ 261 556 
1942.... ; 15,410 ||11,§ &80 é ? 4 ’ 287 
1943... 20,449 |/14, a 5,194 |5,705 |5, ; 407 
1944... .. +. {25,307 . ; ; ; : i 1,996 ‘ 555 
1945 ..»./28,515 ’ ; : : 2 454 
1946... ... 428,952 . ' e 438 
- Seer 404 278 ; J 428 
. 128,224 ; 


27,439 
.|}27,417 
127,507 
27,493 
27,394 
27 ,393 
27,412 
27,407 
27,543 
27,600 








Nm we 
oon 


— 


PPP SEPP EEUU Ane OOS $ 
Owwnwnwe &NUIOUOe 


WNNNNNN Ke 


1950—January.... .|26,941 
February... .|27 ,068 
March. .....|27,042 
April........|27,048 
May 27,090 w 
27,156 ||18,813 ||/1,496 61 


won 
—— 





e 


Ree eww 


8.333 |8. : ; 381 | 
8,363 378 | 628 








AAanauanw Aaaaauws 


2 0 OO 
ou 
oe 





















































! Total of amounts of coin and paper currency shown by denominations less unassorted currency in Treasury and Federal Reserve Banks. 
? Includes unassorted currency held in Treasury and Federal Reserve Banks and currency of unknown denominations reported by the Treasury 
as destroyed. * Paper currency only; $1 silver coins reported under coin. 


Back figures.—See Banking and Monetary Statistics, Table 112, pp. 415-416. 


UNITED STATES MONEY, OUTSTANDING AND IN CIRCULATION, BY KINDS 
[On basis of circulation statement of United States money. In millions of dollars] 





Money held in the Treasury Money in circulation ! 
Money 
Total out- held by 
standing, ||As security For Federal 
Jugs etd and R Banks and 
gold an eserve anks an 

silver cash Banks and 195 
certificates 








Treasury Federal Reserve June 30, | May 31, | June 30, 
0 


1949 





24,231 
Gold certificates 23,023 
Federal Reserve notes 23 ,603 
Treasury currency—total 4,607 


Standard silver dollars 493 
ii RE 2,023 
Silver certificates and Treasury notes of 1890..| 32,326 
Subsidiary silver coin a 1,002 
Minor coin 378 
United States notes........... snetae 4 347 
Federal Reserve Bank notes cae ie 277 pee 
National Bank notes ; PE SA Pe 88 PIS IE (5) 
Total—June 30, 1950. . oe (4) ; 1,298 
May 31, 1950.. (*‘) D 1,309 
June 30, 1949 (*) | . 1,307 20,430 









































‘ Outside Treasury and Federal Reserve Banks. Includes any paper currency held outside the continental limits of the United States; totals 
for other end-of-month dates shown in table above, totals by weeks in table on p. 1017 and seasonally adjusted figures in table on p. 1027. 

? Includes $156,039,431 held as reserve against United States notes and Treasury notes of 1890. ; 

3 To avoid duplication, amount of dheer Geli and bullion held as security against silver certificates and Treasury notes of 1890 outstanding 
is not included in total Treasury currency outstanding. ; 

4 Because some of the types of money shown are held as collateral or reserves against other types, a grand total! of all types has no special 
significance and is not shown. See note for explanation of these duplications. § Less than $500,000. 

Note.—There are maintained in the Treasury—(i) as a reserve for United States notes and Treasury notes of 1890—$156,039,431 in gold 
bullion; (ii) as security for Treasury notes of 1890—an equal dollar amount in standard silver dollars (these notes are being canceled and retired on 
receipt); (iii) as security for outstanding silver certificates—silver in bullion and standard silver dollars of a monetary value equal to the face 
amount of such silver certificates; and (iv) as security for gold certificates—gold bullion of a value at the legal standard equal to the face amount 
of such gold certificates. Federal Reserve notes are obligations of the United States and a first lien on all the assets of the issuing Federal Reserve 
Bank. Federal Reserve notes are secured by the deposit with Federal Reserve agents of a like amount of gold certificates or of gold certificates 
and such discounted or purchased paper as is eligible under the terms of the Federal Reserve Act, or of direct obligations of the United States. 
Federal Reserve Banks must maintain a reserve in gold certificates of at least 25 per cent, including the redemption fund, which must be deposited 
with the Treasurer of the United States, against Federal Reserve notes in actual circulation; gold certificates pledged as collateral may be counted 
as reserves. ‘Gold certificates” as herein used includes credits with the Treasurer of the United States payable in gold certificates. Federal 
Reserve Bank“notes and national bank notes are in process of retirement. 
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MONEY IN CIRCULATION WITH ADJUSTMENT FOR 
SEASONAL VARIATION | 


{Outside Treasury and Federal Reserve Banks. In millions of dollars] 


POSTAL SAVINGS SYSTEM 
[In millions of dollars) 





Amount— | Amount— | Change in 
unadjusted | adjusted for | seasonally 
for seasonal seasonal 

variation 





27,734 27.459 
27,220 27,139 
27,008 27 ,008 


27,171 














1 For end-of-year figures, represents change computed on absolute 
amounts in first column. 

Note.—For discussion of seasonal adjustment factors and for back 
figures on comparable basis see BULLETIN - ps genet 1943, pp. 
822-826. Because of an apparent the seasonal pattern 
around the year-end, adjustment factors ay been revised somewhat 
for dates affected, beginning with December 1942. 
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minary. 
1 Outstanding pal, represented by certificates of deposit 
2 Includes wor! Se Fete Detmaees, © paz emt sures Cand 
nited States, ac- 
accounts oa from late post- 


and miscellaneous working funds with Treasurer of U 
crued interest on bond investments, and 
masters. 


Back figures.—See Banking and Monetary 
description, see p. 508 in the same publication. 


Statistics, p. 519; for 


BANK DEBITS AND DEPOSIT TURNOVER 
[Debits in millions of dollars] 





Debits to total deposit accounts, except 
interbank accounts 


Year or month 





oy 140 Other 
or’ other reporting 
City! centers 





345,585 ° 83,970 
404, 799 


417,475 , 105,210 














412,800 
449,414 
$22,944 
598 ,445 
660,155 
639,772 


53,769 
51,276 
* $1,421 
52,364 
54,488 
$2,336 
60,428 
55,090 
49,855 
59,113 
54,929 
57 ,382 
61 ,607 


NNNNNH 
_NePaane to 
NeRUn eS 


¢¢eans. 6.6 


Besse SRBssss EkSEEES 


ENEEe 


ComNCH SeeHon 
@NNNNN 


“*-*e# 2 @#-* 


“**-8 


~NNeRwaA URwWoune® Ww 


PUNO WA Mum RenDN BOO ~ 
ssetks assesses SE8SS23 


SREREE S 
SBBBBE 




















1 National series for which bank debit figures are available 
_ Number of centers reduced from 193 to 192 beginning December 194 
city. * Weekly reporting member bank series. 


‘ Statistics for banks in leading cities heat beginning July 3, 1946; for description of revision and for 
deposits and debits 


1947, pp. 692-693, and July 1947. » pp. 878-883, respectively; 


with 1919. 
, when one reporting bank was absorbed by a reporting bank in another 


back figures see BULLETIN for June 


of the new series for first six months of 1946 are 


NoTE.—Debits to total deposit accounts, except interbank accounts, have been reported for 334 centers from 1942 ‘ aye 4 


and for 333 
and have been estimated for others. Debits to demand deposi 
rates of turnover have been computed have been 
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December 1947; the deposits from which rates of turnover have been computed have 
it accounts, except interbank U.S 
reported by member banks in leading cities since 1935. 


likewise by most 
S. Government, and the deposits from which 





CONSOLIDATED CONDITION STATEMENTS FOR BANKS AND THE MONETARY SYSTEM 


ALL COMMERCIAL AND SAVINGS BANKS, FEDERAL RESERVE BANKS, POSTAL SAVINGS SYSTEM, 
AND TREASURY CURRENCY FUNDS? 


[Figures partly estimated except on call dates. In millions of dollars) 





Assets Liabilities 
and Capital 








Bank credit 





U. S. Government obligations 








&ss 


S2ESSSE= 
wun 
SSSSESSEZSp 


RNoeOaww 
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13,168 
171,602 | 13,952 


171,500 
173,800 
174,400 
174,900 
, ° 175,300 
12,621 177,313 


12,700 177,100 
12,900 . 176,200 
13,300 176 ,000 
13,500 176,300 
13,500 oS 176,900 
13 ,600 ‘ 178,200 


333333 &33338 8 


32288 es 


79,500 
78 ,600 
77,400 
77,100 
77,700 
77 ,600 


+e LEER £2 SSE EES EWN 


AAARWWW WAWHWWwWww wWwawwwwwnnene 


— 
































Deposits and Currency 





U. S. Government balances Deposits adjusted and currency 





At com- Time deposits * 


Treas- | mercial A 
and Com- | Mutual | Postal 
savings mercial i Savings 
banks System 








1929—June 29... 381 
1933—June 50 852 
1939—Dec. 846 
1941—Dec. ‘ 1,895 
— ...}168 ,040 24,381 

3 24,608 


1946—June 13,416 

‘ . 3.103 

1947—June 1,367 
3 2 


. 1.452 
1948—June 
1949—June ; : 81.877 


1949—July 4 

,400 
83,100 
84,300 
# a 85 ,000 
177,313 > 85,750 


177,100 
176,200 
Mar. 176,000 
Apr. 176,300 
May 31? 176,900 
June 28? 178,200 


CAOeawwe wWaw 









































» Preliminary. 

! Treasury funds included are the gold account, Treasury currency account, and Stabilization Fund. 

* Demand deposits, other than interbank and U. S. Government, less cash items repo as in process of collection. 

* Excludes interbank time deposits; United States Treasurer's time deposits, open account; and deposits of Postal Savings System in banks. 

* Prior to June 30, 1947, includes a relatively small amount of demand deposits. 

Note.—For description of statement and back figures, see BULLETIN for January 1948, pp. 24-32. The composition of a few items differs 
slightly from the description in the BULLETIN article; stock of Federal Reserve Banks held by member banks is included in “Other securities 
and in ‘‘Capital accounts,” and balances of the Postal Savings System and the Exchange Stabilization Fund with the U. S. Treasury are net 
against miscellaneous accounts instead of against U. S. Government deposits and Treasury cash. Except on call dates, res are rounded to 
— p— 100 million dollars and may not add to the totals. See Banking and Monetary Statistics, Table 9, pp. 34-35, for back figures for deposits 
and currency. 
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ALL BANKS IN THE UNITED STATES, BY CLASSES * 
PRINCIPAL ASSETS AND LIABILITIES, AND NUMBER OF BANKS 
[Figures partly estimated except on call dates. Amounts in millions of dollars] 





Loans and investments Deposits 








Investments 








Class of bank 
and date 








Mar. 
Apr. 
May 
June 


All commercial banks: 
1939—Dec. 30 


1949—June : 


1950—Jan. 
Feb. 
Mar. 


Apr. 
May 


June 28? 
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All mutual savi 
banks: —- 


1939—Dec. 
1941—Dec. 
1942—Dec. 
1943—Dec. 
1944— Dec. 
1945—Dec. 
1946—Dec. 
1947—Dec. 
1948—Dec. aamewe 
1949—June 30...... 


1950—Jan. 
Feb. 
Mar. 
Apr. 
May 
June 
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» Preliminary. 

* All banks” comprise “all commercial banks” and “‘all mutual savi banks.’ “All commercial banks” comprise “all nonmember com- 
mercial banks” and ‘‘all member banks” with exception of three mutual earings banks that became members in 1941. Stock savings banks and 
nondeposit trust companies are included with “commercial” banks: Number of banks includes a few noninsured banks for which asset and lia- 
bility data are not available. Comparability of figures for classes of banks is affected somewhat by changes in Federal Reserve membership, 
insurance status, and the reserve classifications of cities and individual banks, and by mergers, etc. 

_ | Beginning June 30, 1942, excludes reciprocal balances, which on Dec. 31, 1942, aggregated 513 million dollars at all member banks and 525 
million at all insured commercial banks. 

For other footnotes see following two pages. 


Avcusr 1950 1029 





ALL BANKS IN THE UNITED STATES, BY CLASSES *—Continued 
PRINCIPAL ASSETS AND LIABILITIES, AND NUMBER OF BANKS—Costinued 
(Figures partly estimated except on call dates. Amounts in millions of dollars] 





Loans and investments Deposits 








Investments 
Total 
capital 
U. S. accounts 
Govern- 
ment 
obliga- 
tions 











Central reserve city 
member banks: 
New York City: 
1939—Dec. 30 
1941—Dec. 
1942—Dec. 
1943— Dec. 
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Reserve city member 
banks: 


1939—Dec. 
1941—Dec. 
1942—Dec. 


38 


Moo Oo 
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1948—Dec. 
1949—June ; 
3 


z 





— 
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1950—Jan. 
Feb. 
Mar. 
Apr. 
May my €: 
June 28? 


PS 
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Country member 
banks: 


1939—Dec. 
1941—Dec. 
1942—Dec. 
1943—Dec. 
1944— Dec. 
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1950—Jan. 
Feb. 
Mar. ; 
Apr. 
May haSiuatd 
June 28?.... 
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45,241 
45,520 
45 ,408 848 
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2 December 31, 1947 figures are consistent (except that they exclude possessions) with the revised all bank series announced in November 1947 
by the Federal bank supervisory agencies, but are not entirely comparable with prior figures shown above; a net of 115 noninsured nonmember 
commercial banks with total loans and investments of approximately 110 million dollars was added, and 8 banks with total loans and invest- 
ments of 34 million were transferred from noninsured mutual savings to nonmember commercial banks. 

For other footnotes see preceding and opposite page. 
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ALL BANKS IN THE UNITED STATES, BY CLASSES *—Costinued 


PRINCIPAL ASSETS AND LIABILITIES, AND NUMBER OF BANKS—Costinued 


[Amounts in millions of dollars] 









Class of bank 
and date 


Loans and investments 








Total 





Investments 





Total 


Cash 
U.S. asests 
Govern- 

ment 


Total ! 





Inter- 
bank ! 


Total 
capital 


accounts 








Number 
of 
banks 








All insured commercial 
banks: 


1941—Dec. 31...... 

1945—Dec. 31...... 

1946—Dec. 31...... 

1947—Dec,. 31...... 

1948—Dec. 31...... 

1949—June 30...... 
Dec 





National member 
banks: 

1941—Dec. 31...... 
1945—Dec. 31...... 
1946—Dec. 31...... 
1947—Dec. 31...... 
1948—Dec. 31...... 
1949—June 30...... 
Se See 


State member banks: 
1941—Dec. 31...... 
1945—Dec. 31...... 
1946—Dec. 31...... 
1947—Dec. 31...... 
1948—Dec. 31...... 


Sits Bes na uns 


Insured nonmember 
commercial banks: 

1941—Dec. 31...... 
1945—Dec. 31...... 
1946—Dec. 31...... 
1947—Dec. 31...... 
1948—Dec. 31...... 
1949—June 30...... 
i e  -eee 


Noninsured nonmem- 
ber commercial 
banks: 

1941—Dec. 31...... 

1945—Dec. 31...... 

1946—-Dec. 31...... 

1947—Dec. 

1948—Dec. 3 


1949—June 30...... 
ee ae 


Insured mutual savings 
banks: 


1941—Dec. 31...... 
1945—Dec. 31..... 
1946—Dec. 31..... 
1947—Dec. 31...... 
1948—Dec. 31...... 
1949—June 30...... 


Noninsured mutual 
savings banks: 
1941—Dec. 31...... 
1945—Dec. 31...... 
1946—Dec, 31...... 
1947—Dec. 
1948—Dec, 31. 
1949—June 30. 
Dec. 3 


118.278 


27,571 
69,312 





1,693 


11,891 
12,683 
tHe 
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1,509 1,025 2,668 
10,584 1,063 4,448 
10,524 1,268 4,109 
10 ,039 1,448 4,083 
9,246 1,528 3,887 
8,849 1,527 3,299 
8,947 1,561 3,892 


761 241 763 
1,693 200 514 
1,226 200 530 
1,280 255 576 

509 


1,266 3, 
12,277 1,262 4,962 
11,749 1,468 | 4,639 
11,318 1,703 4,659 
10,479 1,788 | 4,396 
10,098 1,803 3,745 
10,132 1,814 4,334 
629 421 151 
7,160 606 429 
7,946 695 612 
8,165 958 675 
7,795 1,407 684 
940 629 
682 


3,075 1,353 642 
3,522 641 180 
3,833 705 206 
3,813 760 211 
3,680 826 194 
; 843 














21,046 | 6,984 | 25,788 | 69,411 
88 ,912 7,131 | 34,292 |147,775 
73,554 7,891 | 33, 136, 

67,941 8,750 | 36,926 |141,851 
61,388 8,929 | 38,087 |140,642 
61,970 | 9,252 135,375 


12 ,039 3,806 | 14,977 | 39,458 
51,250 4,137 | 20,114 | 84,939 
41,658 4,793 | 20,012 | 78,775 
38,674 5,178 | 22,024 | 82,023 
23 ee 


7,500 2,155 8,145 | 22,259 
27 ,089 1,933 9,731 | 44,730 
21,384 1,832 9,575 | 39,395 
19,240 2,125 








eee ewee 


ee 


43,059 
104,015 
91,144 
94,300 
93,300 
88 ,830 
94,914 


OeOwanad 
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For footnotes see preceding two pages. 
Back figures.—See Banking and Monetary Statistics, Tables 1-7, pp. 16-23; for description, see pp. 5-15 in the same publication. For revisions 


in series prior to June 30, 1947, see BULLETIN for July 1947, pp. 870-871. 
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ALL INSURED COMMERCIAL BANKS IN THE UNITED STATES, BY CLASSES * 
LOANS AND INVESTMENTS 
{In millions of dollars] 





Loans ! Investments 





Loans for U. S. Government obligations 

purchasing 

: or carrying 

Class of bank : securities 
and 














call date i 
Total! To 
brok- 
ers 
and 
deal- 

















21,259 s 988 12,797 
25,765 ‘ 3 51,321 
30 , 733 : . ,609 03 . . 6, 780)53 ,200 
37 ,583 
41 ,968 
40,524 
42,485 ° 1,749 


--| 43,521/}18,021 594 
-|107 , 183)/22 ,775|| 8, 
96 ,362)|26 ,696 : 1,506 

97 ,846)|32 ,628)/|16, 811 
95 616) 
95 ,315 
Dec. 31. .|101,528 
1950—Apr. 24. .|101,521 


New York City:* 
2,453 
1,096 

545 
1,102 
1,701 
1,410 








4,213 
2,912 
2 


oa , 2.633 
1949—June 30.. 83 2,888 

Dec. 31.. 3,324 
1950—Apr. 24.. ae 3,012 


Reserve citybanks: 
- 6,467 
29 , 552 
22,25 
he ial i q 3 20,196 
1948—Dec. 31.. s . > A 18,594 
1949—June 30. . . . “ ,408 19,076 
Dec. 31 4. 20,951 
1950—Apr. 24..| 38,287 2 20,612 


Country banks: 
..| 12,518 i - 4,377 
35 ,002 8 363 26 ,999 
35,412 3 43: x 24,572 
36 ,324 a D e ‘ 22 ,857 
36,726; 4 . ’ 21,278 
20,889 
Dec. 31.. A > 21,862 
1950—Apr. 24.. 3 : 2 21,964 





Insured non- 
member com- 
mercial banks: 

1941—Dec. 31.. A 27535) 
1945—Dec. 31.. , 512| 459 1,224 11,647 1,774 619 
1946—Dec. 31.. 862| 474 1,748 79/11,791 1,179 752 
1947—Dec. 31.. 1,049) 563 2,139 76|11, 486 1,104 931 
1948—Dec. 31.. 1,131} 975 2,426 89/10,774 594 1,030 
1949—June 30. . 1,079)1 ,030 2,508 87|10,376| 406 1,054 

31..| 16,766 1,078)1,018 2,575 87/10, 508 725) 5,846 1,127 







































































* These pe do not include data for banks in possessions of the United States. During 1941 three mutual savings banks became mem- 
bers of the Federal Reserve System; these banks are included in “member banks” but are nof included in “‘all insured commercial banks." Com- 
parability of figures for classes of banks is affected somewhat by changes in Federal Reserve membership, insurance status, and the reserve classi- 
fications of cities and individual banks, and by mergers, etc. ‘ 

! Beginning June 30, 1948, figures for various loan items are shown gross (i. e., before deduction of valuation reserves); they do not add to 
the total and are not entirely comparable with prior figures. Total loans continue to be shown net. 

* Central reserve city banks. 

For other footnotes see opposite page. 
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RESERVES AND LIABILITIES 
{In millions of dollars] 


ALL INSURED COMMERCIAL BANKS IN THE UNITED STATES, BY CLASSES *—Continued 





Class of bank 
and 


call date 


serves 
with 
Federal 


Re- 





De- 
mand 

de- 
posits 


ad- 
justed* 





Demand deposits 


Time deposits 





Interbank 











Certi-| Indi- 
ee le States viduals, 
an and partner- 

Gov- political] off. | ships. 

Do- | For- | ment po ool ne eons 








etc. 


Inter- 
bank 


U. S. 
Gov- 
ern- 

ment 


and 
Postal 





Indi- 


| viduals, 


ships, 
and cor- 
pora- 
tions 


a7 


Capi- 
tal 


counts 





ac- ii 











1948—Dec. 31.. 


1948—Dec. 31.. 
1949—June 30.. 

Dec. 31.. 
1950—Apr. 24.. 


New York City:* 
1941—Dec. ba 


- ae.. 
1950—Apr. 24.. 


Reserve city banks: 
1941—Dec. 31.. 


Dec. 31 8, 
1950—Apr. 24.. 


Country banks: 
1941—Dec. 31.. 
1945—Dec. 31.. 
1946—Dec. 31.. 
1947—Dec. 31.. 
1948—Dec. 31.. 
1949—June 30.. 
Dec. 3 


. B2.. 
1950—Apr. 24.. 


Insured non- 


1946—Dec. 31.. 
1947—Dec. 31.. 
1948—Dec. 31.. 
1949—June 30. . 

Dec. 31. 





12,396 
15,810 
16,013 
17,796 


17,807 
16.428 


o 
aR 


38 


SNAwWS 


PP PAPE BA 
SSB 


N 
© 








2,325 
3,959 
3,547 
3,466 
3,273 
2,713 
3,273 





37 ,845 
74,722 
085 


85,751 
84,211 
80,613 
84,576 


27 935 
27,717 

















9,823} 673] 1,761| 3,677| 1,077| 36,544 
12,566] 1,248/23,740] 5,098] 2,585] 72,593 
10,888] 1,364] 2,930] 5,967] 2,361| 79,887 
11,236] 1,379] 1,325] 6,692] 2,559] 83,723 
10,344] 1,488] 2,323] 7,182] 2,113] 81,682 
9,058} 1,374] 2,135] 7,337] 2,352] 77, 
10,885] 1,31 ,050} 7,419] 2,338] 82,106 
9,714] 671] 1,709] 3,066) 1,009] 33,061 
12,333] 1,243/22,179| 4,240] 2,450] 62,950 
10,644] 1,353] 2,672| 4,915] 2,207] 69,127 
10,978} 1,375] 1,176} 5,504) 2,401] 72,704 
10,098] 1, 2,122} 5,850] 1,962] 70,947 
,864) 1,369] 1,980] 5,983) 2,222] 07,157 
10,623] 1,310] 2,838] 6,017] 2,185] 71, 
9,150] 1,343] 2,687| 6,100] 1,718] 69, 
3,595} 607] 866 319} 450) 11,282 
3,535] 1,105} 6,940 237| 1,338] 15,712 
3,031] 1,195} 651 218| 942] 17,216 
3,236] 1,217) 267 290] 1,105] 17,646 
2,904) 1,278} 445 241| 750) 16,695 
2,680} 1,150} 562 254] 1,201] 15,986 
2,996] 1,084) 640 196] 895] 16,408] 
2,621] 1,112} 518 270} 625) 15,559 







790 2 225; 1,370; 239) 8, 
1,199 8} 5,465) 2,004 435| 21,797 
1,067 8 877) 2,391 524) 24,128 
1,049 7 432| 2,647 528} 25,2 

943 8 688; 2,925 510) 25,248 

762 8 520} 3,009 462) 23,767 

979 9 797; 3,058 $79) 25,337 

844 8 866) 3,136 493) 24,949 

108 2 53 611 68) 3,483 

233 5} 1,560 858 135} 9,643 

244 il 258} 1,052 154} 10,761 

258 4 149) 1,188 158} 11,019 

246 8 201; 1,332 151} 10,736 

194 4 155} 1,354 130} 9,848 

261 6 213); 1,402 153) 10,517 




















eeeee 


— 


AADHSAD 





ARBAANS@ 





492| 15,146] 10 
496| 29;277| 215 
664| 32,742] 39 
826| 33; 61 

1,080] 34,244 54 

1,243) 34,560] 27 

1,232| 34,442] 14 
418| 11,878} 4 
399| 23;712| 208 
551| 26,525} 30 
693| 27,542] 54 
927| 27,801] 45 

1,069] 28,038} 21 

1,051| 27,934] 11 

1,074] 28,213] 252 
29] 778)... 
20} 1,206) 195 
39] 1,395]... 
14) 1,418] "30 
20| 1,646] 25 
33] 1,637]..... 
24| 1,590)... 
20} 1,535] 152 


6,524 








weer 


wWu®@~o13d 


CCSCeSBMOM~IM 


















e3823388 


we 





aa 


















959 


1,193 
1,271 
1,358 
1,431 
1,473 i 








* Figures not entirely comparable with prior dates due to reclassification of 9 central reserve city banks in New York City as reserve city banks. 


‘ Beginning June 30, 1942, excludes reciprocal bank balances, which on Dec. 31, 1942, aggregated 513 million dollars at all member banks and 


525 million at all insured commercial banks. 
5 Demand deposits other than interbank and U. S. Government, less cash items reported as in process of collection. 
For other footnotes see preceding page. 
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Back figures.—See Banking and Monetary Statistics, Tables 18-45, pp. 72-103 and 108-113. 










WEEKLY REPORTING MEMBER BANKS—NEW YORK CITY AND OUTSIDE 
LOANS AND INVESTMENTS 
{Monthly data are averages of Wednesday figures. In millions of dollars] 





Loans ! Investments 





For purchasing 
or carrying securities U. S. Government obligations 








To brokers 
Date or month ind end dealers To others 
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. rs Govt. os 
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Total— 
Leading Cities 


1949— June 62,414 25,948 
1950—April........| 66,611 | , 24 ,046)5, 


May. ..+| 66,735 ° ° ° 24,135/S, 
June ’ ‘ é 565 H . 24,352/5, 
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May it 6 : ‘ . 24,083 


May 17..... 30. 97 , 24,131 
May oP MS ‘ . ’ 24,188 
May e ; 4 ’ 24,193 
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June ‘ry? ; é ~ . ,251 
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June aman ,905)|25 ,261 < . , 408 
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july $... 67 ,652 5 ie ,447)5, 
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July 12.....| 67,586)|25.46 '455/5. 

July 19.....| 67,875}|25.695 "476 

July 26.....| 68,0281|26°352 
New York City 
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Outside 
New York City 
1949—June... F . 18,314 
1950—April 47 ,468 e 9 16,981 


May 47 ,674 7 403 17 ,062 
June -. | 48,120) : 17,171 











1950—May 3; 47,444 
May covet Gt ann 
May 47,755 
May .+++| 47,744 
May soeek SE Gnae 


June 7.....| 47,813 
June 14.....| 48,019) 
June 48 403 
June 48,244 


July 
July 
July 19 
July 26 





17,118 
17,175/4,201 
17 ,204)4, 205 
17, 189)4,238 


17 ,200)4 , 246 
17 ,223)4 ,246 
17 ,273)4,300 
17 ,302|4 ,301 


¢ SHEE 


w 








> 
43 



































COR nm Bee 


g 











! Figures for various loan items are shown gross (i. e., before deduction of valuation reserves) ; they do not add to the total, which is shown net. 
? Including guaranteed obligations. 
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WEEKLY REPORTING MEMBER BANKS—NEW YORK CITY AND OUTSIDE—Continued 
RESERVES AND LIABILITIES 


{Monthly data are averages of Wednesday figures. In millions of dollars] 





Demand deposits, Time deposits, Interbank 
except interbank except interbank deposits. 





U. S. Demand 
Date or month i ro and — 
ment 


and 
Postal} Do- 
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tic 





Sav- 
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Total— __ 
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47,131 
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May 24.... 
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14,993 


15 ,055)15 624 
15, 115/16 ,006 
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Outside 
New York City 


1949—June...... i 31 ,243)30,475 


1950—April 31,721)}31 ,326 1,625 
May 32 ,250)31 ,653 1,425 
32 ,687|32 ,283) 3, 1,502 


32 ,026)}31 ,232 1,238)13 205 
32 ,137|31 ,428 1,266)13 , 192 
32,191/31,971 1,580}13. 

090/32 ,356}31,585 1,541 
32 ,540)}32 ,046 1,495 


32 ,464/31 ,824 1,260 
7,689 32 ,827|33 ,004 1,367 
7,559 32 ,691|32 ,282 ’ 
7.616 32 ,769)}32 ,024 1,711 
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* Demand deposits other than interbank and U. S. Government, less cash items reported as in 
‘ Monthly and weekly totals of debits to demand deposit accounts except interbank and U. S. Government accounts. 
_ Back figures.—For description of revision beginning July 3, 1946, see BULLETIN for June 1947, p. 692, and for back figures on the revised 
basis, see BULLETIN for July 1947, pp. 878-883; for old series, see Banking and Monetary Statistics, pp. 127-227. 
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WEEKLY REPORTING MEMBER BANKS—BY FEDERAL RESERVE DISTRICTS 
LOANS AND INVESTMENTS 
[In millions of dollars] 





Loans ! Investments 





hasing U. S. Government obligations 
securities 








To others 








Ss. Other 
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323} 288 
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ee : 263| 4.124 309} 279 




































































; : ; i i i in this table. 
* Separate figures for New York City are shown in the immediately preceding table and for the City of Chicago in t 
for the New York and Chicago Districts, as shown in this table, include New York City and Chicago, respectively. 
For other footnotes see preceding table. 
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WEEKLY REPORTING MEMBER BANKS—BY FEDERAL RESERVE DISTRICTS—Continued 
RESERVES AND LIABILITIES 


{In millions of dollars} 



















Federal Reserve 
district and date 














with 
Fed- 
eral 
Re- 


serve 
| Banks 








June 28. .....+ 
i Soe 
July 12... 
July 19.... 
July 26... 
Cleveland 
June 28...... 
” 2 Fee 
1 2 are 
July 19.... 
July 26.... 
Richmond 
June 28... 
July 5.. 
July 12 
July 19.. 
July 26 
Atlanta 
June 28. 
July 5 
July 12 
July 19.. 
July 26 
Chicago* 
June 28 
July 5 
July 12 
July 19 
July 26 
St. Louis 
June 28.... 
July 5.. 
July 12.... 
. =e 
July 26.... 
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) 5 Se 
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July 
July 
July 2 




















July 26..... 


July 19 
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2,148 
2,123 
2,146 
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3,223 
3,343 
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1,811 
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6,607 
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For footnotes see opposite page and preceding table. 


NUMBER OF BANKING OFFICES ON FEDERAL RESERVE PAR LIST AND NOT ON PAR LIST, 


BY FEDERAL RESERVE DISTRICTS AND STATES 





Total banks on 
which checks are 


drawn, and their 
branches 


and offices ! 


On par list 





Member 


Not on par list 
(nonmember) 





Branches 


Branches 
and offices 





United States total: 
Dec 1946 


By districts and 
States 
June 30, 19507 


ware 
District of Columbia.. . 
Florida 
Georgia 


Kentucky 
Louisiana 


South Carolina 
th Dakota 



































® Preliminary. 


? Branches and other additional! offices at which deposits are received, checks 
Government establishments (see BULLETIN for February 1950, p. 244, footnotes 9 and 10). 


Back figures.—See Banking and Monetary Statistics, Table 15, pp. 54-55, and Annual Reports. 


reservations and 


1038 


1 Excludes mutual savings banks, on a few of which some checks are drawn. . we 
paid, or money lent, including “banking facilities’ at military 
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COMMERCIAL PAPER AND BANKERS’ ACCEPTANCES OUTSTANDING 
{In millions of dol!ars] 





Dollar acceptances outstanding 








End of month 











1950—January 
Feb 






































1 As reported by dealers; includes some finance company paper sold in open market. 
Back figures.—See Banking and Monetary Statistics, Table 127, pp. 465-467; for description, see p. 427. 


CUSTOMERS’ DEBIT BALANCES, MONEY BORROWED, AND PRINCIPAL RELATED ITEMS OF STOCK EXCHANGB 
FIRMS CARRYING MARGIN ACCOUNTS 


[Member firms of New York Stock Exchange. Ledger balances in millions of dollars} 





Debit balances Credit balances 





Customers’ 
Debit Debit credit balances ! 
balances in | balances in 


partners’ firm 
investment | investment 
and trading | and trading 
accounts 


End of month 








— 
— 


1941—June 
1942—June....... 


=e 
SONNOUNN SAU On Ow 


mber... 
1945—June....... 
December... 
1946—June....... 


December... 
1947—June 


1948—June....... 
December. . . 


1949—July 
August 
September. . 


#813 
881 


3901 
$953 
*1,018 
71,084 
41,175 
1,256 827 



































ed a Excluding balances with reporting firms (1) of member firms of New York Stock Exchange and other national securities exchanges and (2) 
rms’ own partners. 

* Includes money borrowed from banks and also from other lenders (not including member firms of national securities exchanges). 

* As reported to the New York Stock Exchange. According to these reports, the part of total customers’ debit balances represented by 
secured by U. S. Government securities was (in millions of dollars): April, 51; May, 64. 

Notg.—For explanation of these figures see “Statistics on Margin Accounts” in BULLETIN for September 1936. The article describes the 
method by which the figures are derived and reported, distinguishes the table from a “statement of financial condition,” and explains that the las: 
column is not to be taken as representing the actual we ey of the reporting firms. 

Back figures.—See Banking and Monetary Statistics, Table 143, pp. 501-502, for monthly figures prior to 1942, and Table 144, p. 503, for data 
in detail at semiannual dates prior to 1942. 
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OPEN-MARKET MONBY RATES IN NEW YORK BANK RATES ON BUSINESS LOANS 
(Per cent per annum] AVERAGE OF RATES CHARGED ON SHORT-TERM LOANS 
TO BUSINESSES BY BANKS IN SELECTED CITIES 
U.S. Goverpeent [Per cent per annum] 
a Size of loan 














All 

9- to ie loans 10,000- |g100, 

mons. | 3- to 100,000] $200, 
year 

cates | taxable 

of in- issues 
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1949—Sept . 4 
85 
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gonnons sosonane 
ropsnene sononons 


eer *#* 


i'/ie 1 
i'/ie 8. 
it/ie ¥ 
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71 
.63 
July 29.... I/we ‘$s 























1 Monthly figures are averages of weekly prevailing rates. 

2 The average rate on 90-day Stock Exchange time loans was 1.50 3. 14 79 
)— oom. Sas 2, 1946-Aug. 16, 1948; and 1.63 per cent beginning Dec. 3.03 66 "14 

ug. 17, s 

3 Rate on new issues offered within period. J + > 34 

4 Beginning June 1, 1950, series includes 9- to 12-month notes. . : - 

Back figures.—See Banking and Monetary Statistics, Tables 120-121, Nore.—For description of series see BULLETIN for March 1949, 
Pp. i, ' —— for May 1945, pp. 483-490, and October | pp. 228-237. 
1947, pp. 1251-1253. 























BOND YIELDS * 


[Per cent per annum] 





U. S. Government Corporate (Moody’s)* 
(taxable) 











Corpo- 
Year, month, or week 1s (high- By ratings 
years Pay st 


or 
move Aa A 
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-8 
-25 
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30 
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Week ending: 
July 1 ‘ 
July 8... 
ae 1 
eee ee 1. 
July 29 wind 


67 
‘68 
70 
‘70 


Wwwww 
QoOBRaAWw 


‘65 









































1 Monthly and weekly data are averages of daily figures, except for municipal bonds, which are based on Wednesday figures. 

2 Standard and Poor's Corporation. 2U. S. Treasury Department. 

4 Moody’s Investors Service, week ending Friday. Because of a limited number of suitable issues, the industrial Aaa and Aa groups have 
been reduced from 10 to 6 and 7 issues, respectively, and the railroad Aaa and Aa groups from 10 to 5 issues. 
oe oo Banking and Monetary Statistics, Tables 128-129, pp. 468-474, and BULLETIN for May 1945, pp. 483-490, and October 
» Dp. - y 
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SECURITY MARKETS * 





Bond prices Stock prices § 





Corporate ¢ Common (index, 1935-39100) 








Year, month, or week 





Rail- 
road 


z 
iE 





— 
N 


Number of issues 


-_ 
_ 
— 


1947 average 


-_ 


1949 average 


tt ee 
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1 Monthly and weekly data are averages of daily figures, except for municipal bonds and for stocks, which are based on Wednesday figures. 

? Average of taxable bonds due or callable in 15 years or more. 

* Prices derived from average yields, as computed by Standard and Poor's Corporation, on basis of a 4 per cent 20- bond. 

4 Prices derived from average yields, as computed by Standard and Poor’s Corporation. § Standard and Poor's Corporation. 

6 Prices derived from averages of median yields on noncallable ~ Es stocks on basis of a $7 annual dividend. 

7 Average daily volume of trading in stocks on the New York Stock Exchange. 

* Series discontinued beginning Apr. 1, 1950. 

Back figures.—See Banking and Monetary Statistics, Tables 130, 133, 134, and 136, pp. 475, 479, 482, and 486, respectively, and BULLETIN 
for May 1945, pp. 483-490, and October 1947, pp. 1251-1253. 


NEW SECURITY ISSUES 
{In millions of dollars] 





For new capital For refunding 





Domestic Domestic 








Year or month Corporate 


Fed- 
eral 
agen- Bon 
cies' | Total |} and 
notes 











1,272) 1,062 889 
; 108 624 506 
.. eee ‘ 640) 90 374 282 
1944 ie «> a 15 422 
eee 26) 1,264 607 
1946 oot ae ° 127} 3,556)| 2,084 
1947 cones 4,787)|| 3,567 
1948..... - ,604 46 ,172)) 45,264 
1949. . ‘ 4,844)) 3,890 


1949—June ‘ 1,201}| 1,088 
July 684 683 9 430 382 
August... 66 
September 84 
October. . 323 
November 124 
December. 


1950—January. . 
February . 
March. A 





ee HOW et 
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On 

















aCcfen & 


68. 
1,052 
1,285 334 


CHAWDHK ANE RR ee 


Noe 


















































' Includes publicly offered issues of Federal credit agencies, but excludes direct obligations of U. S. Treasury. 
* Includes issues of noncontiguous U. S. Territories and Possessions. , 
_ 4 These figures for 1947 and for January 1950 include 244 million dollars and 100 million, respectively, of issues of the International Bank 
for Reconstruction and Development, which are not shown separately. ‘ 
‘ Includes the Shell Caribbean Petroleum Company issue of 250 million dollars, classified as “foreign” by the Chronicle. 
_ Source.—For domestic issues, Commercial and Financial Chronicle; for foreign issues, U. S. Department of Commerce. Monthly figures 
subject to revision. Back figures—See Banking and Monetary Statistics, Table 137, p. 487. 
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NEW CORPORATE SECURITY ISSUES? 
PROPOSED USES OF PROCEEDS, ALL ISSUERS 
{In millions of dollars] 





Proposed uses of net proceeds 





Year or month gr New money = vonhaeanvatel Repayment 
of 





Preferred | other debt 


Plant and 
stock 


equipment 


: 
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PROPOSED USES OF PROCEEDS, BY MAJOR GROUPS OF ISSUERS‘ 
{In millions of dollars] 





Manufacturing * | | Publie utility ? ee 





Total Total || = 
i | Retire- 


net || New 
ments'® 


pro- | money 


| E38 
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1 Estimates of new issues sold for cash in the United States. 

2 Gross proceeds are derived by multiplying principal amounts or number of units by offering price. 

* Estimated net proceeds are equal to estimated gross proceeds less cost of flotation, i.e., compensation to underwriters, agents, etc., and 
expenses. 4 Classification for years 1934-1947 are not precisely comparable, with those beginning 1948, but they are believed to be sufficiently 
similar for broad comparisons. See also footnotes 5 through 8. 

* Prior to 1948 this group corresponds to that designated “Industrial” in the old classification. * Included in “‘Manufacturing” prior to 1948. 

7 Includes ‘Other transportation” for which separate figures are available beginning in 1948. 8 Included in “Public utility” prior to 1948. 

* Includes issues for repayment of other debt and for other purposes not shown separately. 10 Retirement of securities only. 

Source.—Securities and Exchange Commission; for compilation of back figures, see Banking and Monetary Statistics, Table 138, p. 491, a 
publication of the Board of Governors. 
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SALES, PROFITS, AND DIVIDENDS OF LARGE CORPORATIONS 
MANUFACTURING CORPORATIONS 
{In millions of dollars] 





Assets of 10 million dollars and over || Assets of 50 million dollars and over Assets of 10-50 million dollars 
(200 corporations) (82 corporations) (118 corporations) 





Profits | Profits Divi Profits | Profits 
Sales before after “ bef after 
taxes 
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PUBLIC UTILITY CORPORATIONS 
{In millions of dollars] 





Electric power 





Year or quarter 


Operat- Profits | Profits 
i after 


ing 
revenue 





114 









































Note.—Manufacturing corporations. Data are from published company reports, except sales for period beginning 1946, which are from 
ye of the 7 and Exchange Commission. For certain items, data for years 1939-44 are partly estimated. Assets are total assets 
as of the end of 1946, 

Railroads. Figures are for Class I line-haul railroads (which account for 95 per cent of all railroad operations) and are obtained from reports 
of the Interstate Commerce Commission. 

Electric power. Figures are for Class A and B electric utilities (which account for about 95 per cent of all electric power operations) and are 
obtained from reports of the Federal Power Commission, except that quarterly figures on operating revenue and profits before taxes are partly 
estimated by the Federal Reserve, to include affiliated nonelectric o tions. ‘ 

Telephone. Figures are for 30 large companies (which account for about 85 per cent of all telephone operations) and exclude American Tele- 
phone and Telegraph Company, the greater part of whose income consists of dividends received on stock holdings in the 30 companies. Data are 
obtained from the Federal Communications Commission, except for dividends, which are from published company reports. 

All series. Profits before taxes refer to income after all charges and before Federal income taxes and dividends. For description of series 
and back figures, see pp. 662-666 of the BULLETIN for June 1949 (manufacturing); pp. 215-217 of the BULLETIN for March 1942 (public utilities); 
P. 1126 of the BULLETIN for November 1942 (telephone); and p. 908 of the BULLETIN for September 1944 (electric power). 
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SALES, PROFITS, AND DIVIDENDS OF LARGE MANUFACTURING CORPORATIONS, BY INDUSTRY 
{In millions of dollars) 





Annual Quarterly 





Industry 








Nondurable goods industries 
Total (94 corps.)! 
Sales 


Selected industries: 
Foods — kindred products (28 corps.) 


Profits after taxes 
Dividends 


Petroleum refining (14 corps.) 
Sales 


Durable goods industries 


Total (106 corps.)? 
Sales 23 ,818)24,152 
3,107) 3,192 
1,836) 1,888 
746 949 


Selected industries: 
Primary metals and products (39 corps.) 
7,545] 9,066) 8,197 2,601 
891} 1,174 993 48 385 252 
545 720 578 240 144 100 
247 270 285 60 90 64 89 


1,542 
160 


3,963} 4,781] 4,610 1,351 1,187 1,168 

443 569 520 144 8 177 120) 148 
270 334 321 83 105 77 91 
113 126 136 28 42 32 41 


6,692) 8,093) 9,577 1,951 2,221) 2,151) 2,601 2,118 
Profits before taxes 809} 1,131) 1,473 247 251 305 327 298 376 462 337 
Profits after taxes 445 639 861 142 146 175 176 177 218 267 200 
Dividends 195 282 451 53 51 65 112 79 76 80 216 









































1 Total includes 26 companies in nondurable goods groups not shown separately, as follows: textile mill products (10); paper and allied products 
(15); and miscellaneous (1). 

? Total includes 25 companies in durable goods groups not shown separately, as follows: building materials (12); transportation equipment 
other than automobile (6); and miscellaneous ry. 


CORPORATE PROFITS, TAXES, AND DIVIDENDS 
(Estimates of the Department of Commerce. Quarterly data at seasonally adjusted annual rates) 
{In billions of dollars] 





Undis- 
tributed Quarter 
profits 





1948—2 
3 


—-— 
CHK DWAAUAN 


ACUUNIWe mR NwA 
ACCAN UA UIDOEH 
CONCHRAR ERO 
IIAUL See eew 
WN Aww wiNwWNdo 
RPO Oe Re Cen 
ue AROS Cet 
Ue Cwhe Wor 
Oo Css SS 


= 






































Revised. 
1 Figures, except for cash dividends, are estimates of Council of Economic Advisers, based on preliminary data. 


Source.—Same as for national! income series. 
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UNITED STATES GOVERNMENT DEBT—VOLUME AND KIND OF SECURITIES 
{On basis of daily statements of United States Treasury. In millions of dollars] 


Total Direct debt 
wg Marketable public issues ! Nonmarketable public issues 


ba 
savings 











End of month —— 

anteed Treasury 

securi- 
ties) 


if 


Treasury} 
notes Total 
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1943—Dec.....| 170,108 
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1945—June. a 
1946—June. 
1947—June. 
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102,795] 67,717 


























1 Including amounts held by Government agencies and trust funds, which yn 5,350 million dollars on June 30, 1950. 
2 Total marketable public issues includes Postal Savings and prewar bonds. total nonmarketable public issues includes “wees service 
depositary bonds, Armed Forces Leave bonds, and 244 per cent Treasury investment bonds, series A-1965, not shown separatel 
Back figures.—See Banking and Monetary Statistics, Tables 146-148, pp. 509-512. 


UNITED STATES GOVERNMENT MARKETABLE PUBLIC UNITED STATES SAVINGS BONDS 
SECURITIES OUTSTANDING JULY 31, 1950 (In millions of dollars} 


{On basis of daily statements of United States Treasury. In millions _—— 
of dollars} Amount | Funds received from sales during | (“°° <4 


maturities 








out- 
Issue and coupon rate |Amount|| Issue and coupon rate |Amount lat end 
month 





Series 
E 





te 
of 


Treasury bills! Treasury bonds—Cont. 


Aug. 3, 195 : Sept. 15, 1951-55?.... 
Aug. 10, 195 Dec. 15, 1951-53*. . 
Aug. 17, 195 1,104 |} Dec. 
Aug. 24, 195 1,103 || Mar. 
Aug. : June 
Sept. 7, . une 
Sept. 004 = 1 
Sept. 21, 1,003 une 
Sept. 28, 195 1,003 une 
Oct. 4 003 ar. ’ 
Oct. 13, 195 $. Mar. 15, 1956-58... 
Oct ‘ 3 Sept. 15, 1956-59*. . 
Oct 7 Sept. 15, 1956-59... 
une 15, 1958-632. . 
une 15, 1959-628. . 
nog ‘* =: 
Cert. of indebtedness une 15, 1962-673. 
Sept. 15, 1950 » = . 
Get. i, . June 
Dec 


Jan. 1, 1951 ‘ Mar. 
Mar. 
J - 





-o 
ANAnNCHUe 
z 


a bupeowe, 
BB2Ss 


2 3: 
eeeen S88Sh2S2 


eb.... 
Mar.... 
Apr.... 
May... 
June... 
July. ..| 57,568 

















Treasury notes 
July = Maturities and amounts outstanding July 31, 1950 
July cl 886 7 
July ena Year of 
Aug. ‘ bonds maturity 
Oct. 
Mar. 
Mar. 

















Total direct issues 
Treasury bonds 
Sa a] 
pt. 2 4,939 
Dec. 15. 1950 134 | 21635 [Cuaranteed eecurl 
June 15, 1951-542, .2 1,627 || Federal Housing Admin. 
Sept. 15, 1951-53...2 7,986 Various 





s2eshee ae: 


UUM Daw- 
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1 bn on discount basis. See table on Open-Market Money Rates, | Unclassified. . 


Partially tax exempt. 3 Restricted. Total.... 
* Called for redemption on Sept. 15, 1950, 
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OWNERSHIP OF UNITED STATES GOVERNMENT SECURITIES, DIRECT AND FULLY GUARANTEED 

















[Par value in millions of dollars] 
Total Held by Held by the public 
gross U. S. Government 
icles oa f 1 Other St 
ud- trust fu ate 
End of month ing guar- Federal | Com- | Mutual 4 - | corpo- and Indi 
anteed Total Reserve | mercial | savings pad rations local vidi a 
securi- || Special | Public Banks | banks? | banks | Oonies | &dasso-| govern- _ 
ties) issues issues ciations*| ments 
4,775 41,416 2,466 16,100 3,100 6,500 2,500 400 10,300 
6,120 2,375 46, 2,184 19,700 3.400 7,100 2,400 600 11,500 
88. 2,737 | 66,369 2,645 | 26,000 3,900 9,200 5,400 900 | 18,400 
10,871 3,451 | 126,474 7,202 52,200 5.300 13,100 15,500 1,500 31,700 
14,287 4,810 | 183,529 14,901 68 ,400 7,300 | 17,300} 25,900 3,200 ,500 
18,812 6,128 | 234,175 21,792 84,200 9.600 22,700 30,900 5,300 59,800 
‘ 6,798 | 240,768 23,783 84,400 11,500 25.300 25,300 6,500 64,100 
24,585 6,338 | 228,564 23,350 74,500 11,800 25 ,300 22,400 6,300 4 
27, 5,445 | 225,565 21,872 70,000 12,100 25 ,000 22,300 7,100 67,100 
28,955 5,397 | 222,629 22,559 68,700 12,000 24,300 21,200 7,300 ,600 
30,211 5,538 | 216,617 21,366 64,600 12,000 23,200 20,700 7,800 67 ,000 
31,714 5,603 | 215,537 23,333 62 ,500 11,500 21,500 21,400 7,900 67 ,600 
32.776 5,498 | 214,524 19, 63 ,000 11.600 20,900 22,700 8,000 ,900 
‘ 5,450 | 217,814 18,885 66 ,800 11,400 20,500 22,600 8,100 69, 500 
—— Lee escodeen 256 ,395 32,871 5,494 | 218,030 17,746 66 ,400 11,500 20 ,600 23,500 8,200 70 ,000 
beteecee eee) 255,747 32,098 5,510 | 218,139 17,592 64,900 11,600 20,600 24,600 8,700 70,200 
AN ~ 44 We porch 255,740 31,802 5,506 | 218,432 17,796 65 ,300 11,600 20,500 24,200 8,700 70,300 
nae ste 256,370 31,868 5,487 | 219,015 17,389 65 ,800 11,600 20 ,400 24,700 8,700 70,500 






































' Including the Postal Savings System. 
* Including holdings by banks in territories and insular possessions, which amounted to 300 million dollars on December 31, 1949. 
* Including savings and loan associations, dealers and brokers, and investments of foreign balances and international accounts in this country. 


Nots.—Hold of Federal Reserve Banks and U. S. Government agencies and trust funds are reported figures; holdings of other investor 
@ ‘os are estima by the Treasury Department. 
SUMMARY DATA FROM TREASURY SURVEY OF OWNERSHIP OF SECURITIES ISSUED OR GUARANTEED 
BY THE UNITED STATES * 
[Interest-bearing public marketable securities. In millions of dollars] 












































































U. S. U.S. 
Total || Govt-| Fed | Com. | MU | tnsur- Total |} Govt-| Fed- | com. | MU | tnsur- 
t agen-| eral pone tual onan ent. agen-| eral tual 
id of month | CUS || cies | Re- : sav- Other || End of month cies | Re- | ™&™ | sav- | 2° | Other 
stand- | and | serve | ,“4! | ings | CO™- stand- |! and | serve |“! | ings | Som- 
ing trust | Banks! banks! banks | P@ames ing trust | Banks banks! banks | P@nles 
funds funds 
Type of ‘Treasury bonds 
security: and notes, due 
or callable: 
rofg47—Dec.....|165,791]] $,261|22,5S0|61 ,370|11 ,552|22,805]42,154| Within 1 year: 
1948—June. . . .|160.373]| 5.402/21 ,366|57 , 599/11 ,522/21 , 705/42, 779) ee: EE 5.208 MB Be 
Dec.....|157,496)| 5,477|23 ,333|55 ,353/10,877/19,819)42 ,637 i cel asa S'sval cael cael Sans 
1949—June. . . .|155,160) 5,374|19,343|56,237/11,029/19,090]44,087)) io4q Fane ||’ a aval oe ae 
Dec.... .|155,138]| 5,327|18 ,885|59 ,856|10,772|18,535|41, 763 —: 36] s7al 9'014| 238| aes! 3168s 
1950—Apr. . . .|154,616|| 5,381|17, 796/58, 548] 10, 891/18 465/43 ,535 
May... ..|155.016]| 5,362|/17,389|/59, 118]10,881|18,307/43,959]) 1950—Apr. ... 21] 463} 5,620] 142] 300) 2,215 
. Treasury bills: May.... 21 463) 5,646 134 306] 2,191 
1947—Dec..... 15,136 18]11,433| 2,052 25} 154] 1,45 
1948—June....| 13,757 15} 8,577) 2,345 58 112} 2,650) 1-5 years: 
Dec.....| 12,224) 69] 5,487| 2,794 50 84| 3,7 1947—Dec..... 344] 1,377/33,415| 1,876] 3,046] 9,890 
1949—June....| 11,536 63| 4,346] 2,817 13 60} 4,237|| 1948—June.... 318] 2,636/30,580} 1,829] 2,790] 7,971 
Dec.....| 12,31 11} 4,829] 3,514 15 70| 3, ~-e 226| 3,258/28,045| 1,769] 2,501] 8,254 
Chi, 12} 2,121|26,304| 1,279] 2,124] 7,135 
1950—Apr. ...| 12,623 32| 4,368] 2,732 36} 103] 5,352 une : , ' , , ' 
Rh 13023 ‘ts! 4/0691 3.174 a1 67| 8677 Dec..... 186] 1,922|/24,907| 1,121] 1,641] 5,290 
Corsificntes: 1950—A 381| 3,164]32,917| 1,087] 1,883] 9,179 
1947—Dec.....| 21,220) 30] 6,797] 6,538} 200) 269) 7,386 nol , , , ’ ’ 
1948—June....| 22,588) 14| 4,616] 8.552} 317] 479] 8,610 May.... 379) 3301/32 ,938) 1,052) 1,775) 9,166 
Dec..... 26,525 24] 6,078) 9,072] 256) 672/10,423) 5 _19 years: 
1949—June....| 29,427 26| 6,857| 9,561) 207| 602/12,174)| >;o47°4he stl tel. st 
—Dec..... . 6| 880] 1,928 
Dec.....| 29,636 48] 6,275/11,520| 169] 633]10,991]) i943 rine 314] sa6l 6:251| Sosl 911] 11936 
1950—Apr. ...| 23,437 14] 5,766] 7,712} 144] 509] 9,292 Baad 314) 434) 6,314) 520] 997] 1,885 
. May....| 23,437 13} 5,875| 7,723) 124] 506] 9,196 1949—June. ... $32 S84 6,587| 2,002] 1,732] 3,630 
reasury notes: sy 1, 6,995) 2,640) 2,230) 4,716 
1947—Dec..... 11,375 4) 1,477| 5,327 98} 245] 4,224 
1948—June....| 11,375)|...... 1,968] 4,531 98} 223] 4,555] 1950—Apr. ... 423| 1,152] 5,499] 2,575] 2,136] 4,141 
Dec.....| 7,131 7| 791] 3,099 84) 166] 2,984 May.... 423] 1,152] 5,536] 2,524] 2,128] 4,163 
1949—June....| 3,596 47| 359] 1,801 41] 104! 1,244 
Dec.....| 8,249 15 562| 5,569 107 244/ 1,752 pos 10 years: 
1950—Apr. ...| 15,586 311 1.507 9.800! 139] 358] 3.751|| 1947—Dec..... 4,393} 834) 5,003) 8,606)18,211/17,710 
Ay i 15 S86 311 1644] 9'7361 1301 3261 3°719 1948—June.... 4,685| 2,921] 3,922) 8,639]17,129]16,542 
Sue ~ ee ° 1a: 4,710] 7,215} 3,541] 8,048]15,230]15,094 
1947—Dec.... .|117,863|| 5,173) 2,853]}47,424/11,226|22 ,213|28,974) a ale herr Se so ca tle yes 
1948—June....|112,462|| 5,336] 6, 206142 146 41.067 20, 880:26,847 neeee , , , , , , 
Dec...../111, 5 ,340|10,977|40, 371/10, 486] 18 ,891|25 ,375 
1949—June..._|110,426]| 5.201] 7,780/42.042|10,768|18.315|26,320 a“ ~ te Sans 5 oa $08 $7 et: vig 
Dec... _|104'758]| 5.217] 7,218|39,235|10,480]17,579|25 ,029) OF 2 +. ’ ’ , ’ , ’ 
1950—Apr. .. .|102,795|| 5,268] 6,155|38,285|10,571/17 ,487/25 ,029 
May... ..|102,795|| 5,267] 5,802|38,461|10,604|17 401/25 ,260 








* Figures include only holdings by institutions or agencies from which reports are received. Data for commercial banks, mutual saying, 
banks, insurance companies, and the residual “‘other’’ are not entirely comparable from month to month. Figures in column headed “‘other’ 
include holdings by nonreporting banks and insurance companies as well as by other investors. Estimates of total holdings (including relatively 
smal] amounts of nonmarketable issues) by all banks and all insurance companies for certain dates are shown in the table above. 

1 Including stock savings 

2 Including Postal Savings and prewar bonds and a small amount of guaranteed securities, not shown separately below. 
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SUMMARY OF TREASURY RECEIPTS, EXPENDITURES, AND RELATED ITEMS 
{In millions of dollars} 


On basis of daily statements of United States Treasury 











Increase (+) or | General fund of the Treasury (end of period) 
during period Assets 
Deposits in 
Fed- 
eral - 


depos- 
serve | i+ aries| 
Banks? it 























a 
ae 
—z 


Rn 
S= 


—507| —5,994 
+366] +478 
+483] +4,587 
+218} +1,107 
—133| +1,975 
+20} +828 
+160} +98 
—36| +204 
—88| +148 
+589} —265 
—11] 497 
+122} —645 
+25 —6 
~376| +632 
—8| +1,007 
+31] +183 


DETAILS OF TREASURY RECEIPTS 
On basis of daily statements of United States Treasury On basis of reports by collectors of internal revenue 


Income taxes one ; Individual Cone —_ 

: . ncome taxes its taxes 

Pavel yet | eee cella- | 0!) Other |] Total 

oe mee held neous “| re re- | Refunds Excese 
b , & Other | internal ceipts ‘| ceipts of and 

io oon revenue hel other 

pioy' profits 
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=—w 


owe 
& 


—- Pre Ne Ne Ne Qn 
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11 ,436)19,735 8,301 
9, 842/19 ,641 8 
10 ,073)18,189 


1949—July.... 554 655 
Aug.... 1,161 407 
Sept.... 657) 3,237 
_ ae 564 496 
Nov.... 1,134 355 
Dec.... 695} 2,520 

1950—Jan.... 588} 1,957 
Feb.... ,310} 1,032 
Mar.... 774| 3,655 
Apr.... 479 788 
May... ,342 379 
June... 817] 2,709 
July.... 434 594 
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DETAILS OF BUDGET EXPENDITURES AND TRUST ACCOUNTS 
On basis of daily statements of United States Treasury 
Budget expenditures Trust accounts, etc. 


Social Security 
accounts 

















Fiscal year Inter- Vet- 
or month na- | erans’ 
National tional | aq. 
defense fii duinlo- In- 


tration 








11,500 
12.158 ; 
12,378 70] 4,293 
DBP... snoscinc dhues ates 1,033 489 
Aug... eee Te 330} 698] 637 
bok yt-aieed 1,024) 544 37 

1,002 172 
1,056 $62 
1,095 48 
‘me re | 
1,051] 636 262 
556 
493 
262 















































» Preliminary. ° r Revised. : 

' Excess of receipts (+) or expenditures (—). 2 Excluding items in process of collection beginning with July 1947. 

* For description, see Treasury Bulletin for September 1947 and subsequent issues. 

‘ Including surplus property receipts and receipts from renegotiation of war contracts, which for fiscal years 1947-1949 amounted to 2,886, 
1,929, and 589 million dollars and 279, 161, and 57 million, respectively. 

’ These are appropriated directly to the Federal old-age and survivors insurance trust fund. 
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GOVERNMENT CORPORATIONS AND CREDIT AGENCIES 
[Based on compilation by United States Treasury Department. In millions of dollars) 


PRINCIPAL ASSETS AND LIABILITIES 





Liabilities, other than 


Assets, other than interagency items ! interagency items 





Bonds, notes, 
Com- Invest- and deben- 
modi- tures payable 
Corporation or agency ties, 
sup- 
plies, 
and 








mate- 
rials 





11,770 
11,720 
12,733 
13,350) 


Caniiethe by ry agency, 
Mar. 
De ment of ak. 

arm Credit Administration: 

Banks for cooperatives 

Federal intermediate credit banks 

Production credit corporations. . 

A — Marketing Act Revolving 


Federal Farm Mortgage Corp 
Rura! Electrification Administration 
Commodity Credit Corporation 
Farmers’ Home Administration ¢ 
Federal Crop Insurance Corp 


Housing and Home Finance Agency: 
Home Loan Bank Board: 
Federal home loan banks 
Federal Sarena and Loan Insurance Corp. 
Home Owners’ Loan Corp 
Public Housing Administration 5 
Federal Housing Administration 
Federal National Mortgage Association 


Reconstruction Finance Corporation: 
Peseta nee for U. S. Treasury * 


Export-Import Bank 

Federal Deposit Insurance Corp 
Federal Works Agency 
Tennessee Valley Authority 

All other * 















































CLASSIFICATION OF LOANS BY PURPOSE AND AGENCY 





Mar. 31, 1950 





Fed. Dec. 31, 


Purpose of loan ‘ —_~ Farm- Public _ 
medi- ity] ,- ers’ Hous- 3 
ate . i - Home ing oc 

credit | tiv ‘ Adm. 





To aid agriculture ‘ arias 10|| 4,851 

To aid home owners 1,011)} 1,324 
To aid industry: 

i 3 113 

33 496 

3 

6,101 

492 

4 358 


Total loans receivable (net)... * ,357 4,905)/13,350| 12,733 















































1 Assets are shown on a net basis. i. e., after reserve for losses. 

2 Totals for each quarter include the United States’ investment of 635 million dollars in stock of the International Bank for Reconstruction 
and Development and its subscription of 2,750 million to the International Monetary Fund. 

3 Less t 00,000. 4 Includes assets and liabilities of the Regional Agricultural Credit Corporation, which have been reported as ‘‘ Disaster 
Loans, etc., Revolving Fund,” since the dissolution of that Corporation pursuant to Public Law 38, 8ist Congress. 

5 Includes Farm rity Administration program, Homes Conversion program, Public War Housing program, Veterans’ Re-use Housing 
program, and Public Housing Administration activities under the United States Housing Act, as amended. 

* Assets representing unrecovered costs to the Corporation in its national defense, war, and reconversion activities, which are held for the 


Treasury for 4° uidation purposes in accordance with provisions of Public Law 860, 80th Congress. 


7 Includes figures for Smaller War Plants Corp. which is being —* by the Reconstruction Finance Corp. 

* Figures for one small agency are for a date other than Mar. 31, 

Note.—Statement includes figures for certain business-type ani of the U. S. Government. Comparability of the figures in recent 
years has been affected by (1) the adoption of a new reporting form and the substitution | eee for monthly reports beginning Sept. 30, 
1944, and (2) the exclusion of figures for the U. S. Maritime Commission beginning Mar. 31, 1948. For back figures see earlier issues of the 
BULLETIN and Banking and Monetary Statistics, Table 152, p. 517. 
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BUSINESS INDEXES 
(The terms “adjusted” and “unadjusted” refer to adjustment of monthly figures for seasonal variation] 





Industrial production 
(physical volume) ** 


1935-39 = 100 awarded (valu 


Construction 
contracts Employment 3 
ie)? 1939 = 100 

1923-25 = 100 





Manu- 
factures 





Non- 
dur- 
able 








Ad- 





: 


it 








180 
187 
190 
195 
P199 
199 














38 


USOBm Ydrvew Beowo Onon~ 


S88 eextu Sass se8ez 


§ ESede seuss 25685 SSSashe 


= 


ve ee 
ee 


Be 
CO UENO AOWOe AwenNwD Se wDNn BWHORKONNOS 


- 


Qawn 
Nan 
aK a= 
or 


5 


HE SEEEEE 


WOH OmUIBDNORO 


SeovrnuscaHnero 




















$8 


BRESR Ss88s sas 


82 BNSSS Sage gases SeBesks 


Cee DOK DY AH AwWe SOURS BUNRO UHAraeRe 


28 


ee 


pom ome 


NANUCAUBH ORS 














* Average per working day. « Estimated. 
1 For indexes by groups or industries, see pp. 1050-1053, 


? Three-month moving average, based on 


monthly data (dollar value) by groups, see p. 1057. . . Pe 
3 The unadjusted indexes of employment and payrolls, wholesale commodity prices, and consumers’ prices are compiled by or based on data of 
the Bureau of Labor Statistics. Nonagricultural employment covers employees only and excludes personnel in the armed forces. 


» Preliminary. 
For points in total index, by major groups, see p. 10 


‘ For indexes by Federal Reserve districts and other department store data, see pp. 1059-1062. 
Back figures in BULLETIN.—For industria! production, August 1940, pp. 825-882, September 1941, pp. 933-937, and October 1943, pp. 958-984; 
for department store sales, June 1944, pp. 549-561. 
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W. Dodge Corporation data; for description of index, see BULLETIN for July 1931, p. 358. For 





INDUSTRIAL PRODUCTION, BY INDUSTRIES 
(Adjusted for Seasonal Variation) 


{Index numbers of the Board of Governors. 1935-39 average = 100] 





1949 





Industry 
Sept. 





Industrial Production— Total 174 
Manufactures— Total j 184 

Durable Manufactures 199 
Iron and Steel ' 179 


Pig iron 
Steel 193 
168 
Electric 


Machinery 
Transportation Equipment 


Automobiles (including parts) I®. 
(Aircraft; Railroad Equipment; Shipbuilding — Private 
and Government)? ‘ 


Nonferrous Metals and Products 


Smelting and refining 
(Copper smelting; Lead refining; Zinc smelting; 
Aluminum; Magnesium; Tin)* 
Fabricating 
(Copper products; Lead shipments; Zinc shipments; 
Aluminum products; Magnesium products; Tin 
consumption)? 


Lumber and Products 


Furniture 
Stone, Clay, and Glass Products 


Glass products 
Glass containers 


Clay products 
Other stone and clay products? 


Nondurable Manufactures 
Textiles and Products 


Textile fabrics 
Cotton consumption 
Rayon deliveries........ 
Nylon and silk consumption ? 
Wool textiles. . 
Carpet wool consumption 
Apparel wool consumption 
Wool and worsted yarn 
Woolen yarn 
Worsted yarn 
Woolen and worsted cloth 


Leather and Products 


Leather tanning 
Cattle hide leathers 
Calf and kip leathers 
t and kid leathers 
Sheep and lamb leathers 


Manufactured Food Products 
Wheat flour 


Cane sugar meltings * 
Manufactured dairy products 












































® Preliminary. 

1 Methods used in compiling the iron and steel group index have been revised beginning October 1949. A description of the new methods 
may be obtained from the Division of Research and Statistics. 

2 Series included in total and group indexes but not available for publication separately. 
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INDUSTRIAL PRODUCTION, BY INDUSTRIES—C ontinued 
(Adjusted for Seasonal Variation) 


[Index numbers of the Board of Governors. 1935-39 average = 100] 





1949 





Industry 








Manufactured Food Products—Continued 


Other manufactured foods 
Processed fruits and vegetables 


Whis! 
Other distilied spirits 
Rectified liquors 


i 
Other tobacco products 


a pulp 
Sulphate pulp 
Sulphite pulp 


Tissue on -« AEPEES: paper 
Wrapping paper 
Newsprint SS eT ee fs eee ee eer 
Paperboard containers (same as Paperboard) 
Printing and Publishing 


Newsprint consumption 
Printing paper (same as shown under Paper) 


Petroleum and Coal Products 


“By. product coke 
Beehive coke 


Industrial chemicals 
Other chemical products ? 


Relber PUG. ..0..beccci esse tev cedSévccvbbew cevccosese 












































For other footnotes see preceding page. 
Notg.—For description and back figures see BULLETIN for October 1943, pp. 940-984, September 1941, pp. 878-881 and 933-937, and August 
1940, pp. 753-771 and 825-882. 
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INDUSTRIAL PRODUCTION, BY INDUSTRIES 


(Without Seasonal Adjustment) 
{Index numbers of the Board of Governors. 1935-39 average=100] 





1949 





Industry ee 
pt. 








Industrial Production— Total 178 
Manufacturers— Total 188 

Durable Manufactures 200 
Iron and Steel * 179 


193 
168 


Machinery 
Transportation Equipment 


Automobiles (including parts)... . 
(Aircraft; Railroad equipment; Shipbuilding—Private 
and Government)? 


Nonferrous Metals and Products 


Smelting and refining 
(Copper smelting; Lead refining; Zinc smelting; 
Aluminum; Magnesium; Tin)? 
Fabricating 
(Copper products; Lead shipments; Zinc shipments; 
Aluminum products; Magnesium products; Tin 
consumption)? 


Lumber and Products 


Furniture 
Stone, Clay, and Glass Products 


Glass products 
Glass containers 


Clay products... . 
Other stone and cla 


Textiles and Products 


Textile fabrics 
Cotton consumption 
Rayon deliveries 
Nylon and silk consumption * 
Wool textiles 
Carpet wool consumption 
Apparel wool consumption 
Woolen and worsted yarn 
Woolen yarn 
Worsted yarn 
Woolen and worsted cloth 


Leather and Products 


Leather tanning 
Cattle hide leathers 
Calf and kip leathers 
Goat and kid leathers 
Sheep and lamb leathers 


Manufactured Food Products 
Wheat flour 


Cane sugar meltings * 
Manufactured dairy products 


nT. + oi vidthinen dn eabebsseeceens t0egeas 












































® Preliminary. ° Revised. 

1 Methods used in compiling the iron and steel group index have been revised beginning October 1949. A description of the new methods 
may be obtained from the Division of Research and Statistics. 

2 Series included in total and group indexes but not available for publication separately. 
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INDUSTRIAL PRODUCTION, BY INDUSTRIES—Continued 
(Without Seasonal Adjustment) 


[Index numbers of the Board of Governors. 1935-39 average=100] 





1949 
Industry 








Manufactured Food Products—Continued 


Meat packi 


1 
Lamb and mutton 


Other manufactured foods 
Processed fruits and vegetables 
Confectionery 
Other food products 


Whiske: 
Other distilied spirits 
Rectified liquors 


Cigarettes 
Other tobacco products 


yee pulp 
Soda pulp 
Sulphate pulp 
Sulphite pulp 


Fine paper ? 

Printing paper 

Tissue and absorbent paper 
Wrapping paper 


Newsprint consumption 
Printing paper (same as shown under Paper) 


Petroleum and Coal Products 


By-product coke 
Beehive coke 


Chemical Products 
Paints 


Industrial chemicals 
Other chemical products ? 


Rubber Products 


Anthracite 
Crude petroleum 












































For ee footnotes see preceding page. 


Note.—For description and back figures see BULLETIN for October 1943, pp. 940-984, September 1941, pp. 878-881 and 933-937, and August 
1940, pp. "353- 771 and 825-882. 
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FACTORY EMPLOYMENT, BY INDUSTRIES 
(Unadjusted, estimates of Bureau of Labor Statistics. Adjusted, Board of Governors] 
{Thousands of persons] 





1949 





Industry group or industry 
Sept. 





ADJUSTED FOR SEASONAL 
VARIATION 


Manufacturing—Total....... 11,188 11,570) "11,723 
5,620 6,195 
Primary metal! industries 1,007 
Fabricated metal products 686 698 674 717 
Machinery except electrical 936 7998 
Electrical machinery........... 517 34 538 7596 
Transportation equipment 1,012 897 
Lumber and products 669 669 677 685 700) 
Furniture and fixtures 261 266 305 
Stone, clay, pe products. . 406 410 7419 
Instruments and related prod- 
- , 176 170 174 
iscellaneous manufacturing in- 
dustries ¥ 352 7357 "364 368 
nance and accessories 19 18 17 18 18 19 
Nondurable goods 5,400; 5,454 5,514) °5,524| 5,528) 5,563 
Textile-mill products. . 1,096; 1,114 1,166; 1,166) 1,166) 1,169 


— 999] 992] 1,030 ' 1,034} 1,027) 1,023] 1,023 


Leather and leather products. . . 348 349 354 347 330 40 5 350 350 “ rt ‘ = 


Food and kindred products 1,186} 1,175) 1,165 1,180 1,157} 1,167 
Tobacco manufactures 89 88 88 8 84 81 80 80 82 
AS ae and ee somes oa: 373 374 375 390) 385 391 396 
rinting, publishing and alli 
iedeeteian _ 496 492 491 495 7496 7498 499 
Chemicals and allied products. . 473 467 470 480 483 480 488 490 
Products of petroleum and coal. 187 185 185 185 185 179 177 
Rubber products 184 182 182 185 182 188 190 197 


WITHOUT SEASONAL ADJUSTMENT 
11,337) 11,211) 11,561 11,368) 11,289 11,449 711,549) 11,596) 11,837) 12,039 


6,022) 5,894) 5,947 5,651; 5,719 6,000 6,070) 6,196) 6,450) 6,585 


Primary Metal Industries 971 934 932 559 743 963 982| 1,007; 1,025 
Blast furnaces, steel works 

and rolling mills 523 506 498 131 325 $11 °507 523 530)... 

Nonferrous smelting and re- ; 

fining, primary.......... 45 42 41 39 38 43 r45 45 46 
Nonferrous rolling, drawing 

and alloying. ... 64 62 64 63 74 77 77 79 

721 741 


eat. Metal Products....... 679 671 677 666 693 709 
utlery, hand tools and 
hardware 114 109 111 116 116 121 128 129 131). . 
Heatin apparatus and 
plumbers’ supplies 94 92 100 116 113 108 114 118 
Fabricated structural metal 
products 156 155 155 129 141 146 


Machinery except Electrical 977 927 908 
Agricultural machinery and 
tractors 
Metalworking machinery... 146 
Special-industry machin- 


er 
Service-industry and house- 
hold machines 


Electrical Machinery 
Electrical apparatus (gen- 
Dakin’ on dae ae 
Communication equipment. 
eae Equipment 
otor vehicles and equip- 
ment 
Aircraft and parts 
Ship and boat building and 


Lumber and Wood Products 
Sawmills and planing mills. . 
Millwork, plywood, etc... .. 


Stone, Clay, and Glass Products. . 409 
Glass and glass products... 107 107 
Structural clay products.... 
Instruments and Related Products. 176 169 173 
Miscellaneous Manufacturing In- 
dustries 347 
21 18 18 17 












































r Revised. 
Note.—Factory employment covers production and related workers only; data shown include all full- and part-time production and related 


workers who worked during, or received pay for, the pay period ending nearest the 15th of the month. ; . 
Figures for June 1950 are preliminary. Back data and data for industries not shown, without seasonal adjustment, may be obtained from 


| Bureau of Labor Statistics. Back data, seasonally adjusted, for groups and the total may be obtained from the Division of Research and 
tatistics. 


1054 FEperAL Reserve BULLETIN 





FACTORY EMPLOYMENT, BY INDUSTRIES—Constinued 
(Unadjusted, estimates of Bureau of Labor Statistics. Adjusted, Board of Governors] 
(Thousands of persons] 





1949 





Industry group or industry 
June . | Sept. | Oct. 





Nondurable goods 5,315 5,715| 5,717 


Textile-mill Products 1,083 1,132) 1,168 
Yarn and thread mills 132 3 140 144 
Broad-woven fabric mills. * 525 547 565 
Knitting mills 203 219 227 


Apparel and Other Finished Textiles 959 1,082\ 1,083 
Men's and boys’ suits, coats and over- we ill 


Men's and boys’ furnishings 236 246 252 
Women’s and misses’ outerwear 319 308 


Leather and Leather Products 3541 349 
Footwear (except rubber) 230 224 


Food and Kindred Products : 1,340, 1,273 
Meat products 230 236 
Dairy products 110 104 
Canning and preserving 322 232 
Bakery prod 196 199 
Beverage industries 149 





Tobacco Manufactures 94 92 


Paper and Allied Products ‘ 
Pulp, paper and paperboard mills........ 


Printing, Publishing and Allied Industries. .... 
Newspapers 
Commercial printing 


Chemicals and Allied Products 
Industrial inorganic chemicals § 50 
Industrial organic chemicals 135 
Drugs and medicines 60 


Products of Petroleum and Coal 190 
Petroleum refining 150 





Rubber Products 180 
Tires and inner tubes 86 81 









































For footnotes see preceding page. 
AND EARNINGS OF FACTORY EMPLOYEES 
[Compiled by Bureau of Labor Statistics] 





Average weekly earnings Average hours worked Average hourly are 
(dollars per week) (per week) (dollars per hour) 





Industry group 1950 1950 1950 





May May Apr. May 





s 


ee ee 


Manufacturing—Total . = 57.72 
Durable goods ; r .72 


Primary metal industries 
Fabricated metal products 
Machinery except electrical 
Electrical machinery 
Transportation equipment 
Lumber and wood products 
Furniture and fixtures 

Stone, clay, and glass products 
Instruments and related products 
Miscellaneous manufacturing industries. . 
Ordnance and accessories 


Nondurable goods 


sssstssecss & 8 


MANUWACUNO © Wh BNdDeOwWIA © S 
Go 0p bat bus tan ts bat ta fhe ew 


EQ eeeeserre 
- NN OWWae 


g 


Textile-mill products 

Apparel and other finished products 
Leather and leather products 

Food and kindred products.......... 
Tobacco manufactures 

Paper and allied products 

Printing, publishing and allied industries. 
Chemicals and allied products 

Products of petroleum and coal 

Rubber products 


RROEUNORNRY W SRR ROUWONKDA Bw ® 
CONAWUROND W AN CEWYWIOYR YY 


: ~~ 
NUASCSCARA m& Uduwe! 


SSSKKSSRSA 
ee ee et ee et ee | _ 









































’ Revised. n.a. Not available. 


Note.—Data are for production and related workers. Figures for June 1950 are preliminary. Back data are available from the Bureau 
of Labor Statistics. 
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EMPLOYMENT IN NONAGRICULTURAL ESTABLISHMENTS, BY INDUSTRY DIVISION 


(Unadjusted, estimates of Bureau of Labor Statistics. Adjusted, Board of Governors] 
(Thousands of persons] 





Transporta- 
Contract tion and 


public 
utilities 


construction 





& 


FS 


—— 
3s 
Chal 
arn 


e 
sa% 


EY 
8 


<22 2.92 
_ 
° 
ao 
x 
- 


8353 
8832 

2¥3 

e3ese 


$8822 


o-- 


eosceceannsss 
=o w 
nN 
SSStBSSss 
— eee re Se ee 
PP Pe Owaww 


ne 
Or FeO Wew 
AAAAAanaunes 


ares: 
tr) 
NAN 
~~ nh 
a= 
fa 
one 
—— 
aN 


- 
oa 
eo 
= 


ao 
7 
w 


+ 


42,711 


42.163 
42.385 
42,710 


seeasei 


ee 


3828 
82 


AMnaaanana 
G2 Go GO GO OO 
ESR 


§ 33 

wn 

= te 

4 =Sannw 


14,016 
14,021 
714,130 
714,302 
14,638 
14,771 


® 

~ 

> 
in mw we 
“S828 8 
IAeRHOwW A 


* 


OAOawwswe BwAaaewawe 


tS 
~“ 
rnin 


= 
eons 
Adena 
nNouaed 


‘om 
MN 
nN 


nn 


3 
ecossoo ooooove 


38 


: 
28 


Brio 

8 Na 

Ne Oo xa 
Quennwe 
e833 
Sole 


1950—January 
February........ 


eo oeSecooo 


gasses 


. 


AAaAaan APMAAaAaUAAN 


Conuns 
aS 


* 


PAaaaewes Bwawawe & 


NNoe 
28: 
w 
te 


941 1,825 
































1 Data for the trade and service divisions, beginning with January 1947, are not entirely comparable with data shown for the earlier period 
because of the shift of automotive repair services (230,000 employees in January 1947) from trade to services. 

Note.—Data include all full- and part-time employees who worked during, or received pay for, the pay period ending nearest the 15th of 
the month. Proprietors, self-employed persons, domestic servants, and personnel of the armed forces are excluded. June 1950 figures are 
preliminary. Back unadjusted data are available from the Bureau of Labor Statistics; seasonally adjusted figures beginning January 1939 may 
be qyaes from the Division of Research and Statistics. 


LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT 
{Bureau of the Census estimates without seasonal adjustment. Thousands of persons 14 years of age and over] 





Civilian labor force 





Total non- E . 
. det nade mployed ! Not in the 
Year or month institutional labor force 


population 





In nonagricul- In 
tural industries | agriculture 





£225 


see 
Sass 
mh 
Ba 


oa 


x $ 
awn 


a ANNIOBOHOO BSeSwswwowo 
SEeTTTy 
econ wm 
Las 


£8 $3 


1950—January........ 
ebruary....... ; 63 ,003 
BaGeeR..... es ‘ 63 ,021 
63,513 
May... 110,608 64,108 
June. Sha aaaen 110,703 66,177 


Naw 


46,500 
44,526 


Qh aWwWwwelwe WNHNN- 





























1 Includes self-employed, unpaid family, and domestic service workers. 


Note.—Details do not necessarily add to group totals. Information on the labor force status of the population is obtained through inter- 
views of households on a sample basis. Data relate to the calendar week that contains the eighth day of the month. Back data are available 
from the Bureau of the Census. 
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CONSTRUCTION CONTRACTS AWARDED, BY TYPE OF CONSTRUCTION 
[Figures for 37 States east of the Rocky Mountains, as reported by the F. W. Dodge Corporation. Value of contracts in millions of dollars] 





Nonresidential building Public works 





Residential 
building 


and ‘see 
Commercial Educational utilities 


i 





1949 


é 
: 














RSSEEALESLE 
SOCSHKNUPUBNWA 


Pon 
~ 
I 





eee 
EBREEs: 
ANKwWAaNweRaad 





Seaneesasts 
S 
3 
ann 


seeerusesese 


NAwWopnonu: 
Ceancreoeere 


110.8).. .. . 





&| 


nm 
a 


10,359.3 























° 
SE; 
| 6 


1,375.9 























CONSTRUCTION CONTRACTS AWARDED, BY OWNERSHIP 


Figures for 37 States east of the Rocky Mountains, as reported by the 
F W. Dodge Corporation. Value of contracts in millions of dollars] 


Total 





I Public ownership |Private ownership 
1950 || 1948 | 1949 1949 
160) 323} 530 


252 
282 





Month 





416 
6,323 



































LOANS INSURED BY FEDERAL HOUSING ADMINISTRATION 
{In millions of dollars] 





Title I loans Mortgages on 





1- to 4 
family 
houses 


(Title 


Prop- | Small 
erty home 
im- con- 

prove- | struc- 

ment ! i 


Year or month 





1950—January.... x 

February...| 4329 
4353 
4329 
4351 
4376 113 























‘Net proceeds to borrowers. * Mort, insured under War 
Housing Title VI through April 1946; res thereafter resent 
mainly mortgages insured under the Veterans’ Housing Title VI 
(approved May 22, 1946) but include a few refinanced mortgages 
originally written under the War Housing Title VI. Beginning with 
December 1947, figures include mortgages insured in connection with 
sale of Government owned war housing, i February 
1948 include insured loans to finance the manufacture of housing. 

than $500,000. 

‘Includes mortgages insured on new rental housing at or near mili- 
tary installations under Title VIII, enacted Aug. 8, 1949. 

Note.—Figures represent gross insurance written during the period 
and do not take account of pe ee repayments on previously insured 
loans. Fi igures include some reinsured yy FHA. Reins which are shown in 
the month in which they were reported by FHA Reinsured mortgages 
on rental and group housing (Title II) are not necessaril 
month in which reinsurance took place. 
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CONSTRUCTION CONTRACTS AWARDED, BY DISTRICT 


Piers for 37 States east of the Rocky Mountains, as reported by the 
Dodge Corporation. Value of contracts in thousands of dollars) 





1949 





Federal Reserve district 
June 





93, ‘417 
1,345 ,463 





1,347 ,603 949 ,876 














INSURED FHA HOME MORTGAGES (TITLE II) HELD IN 
PORTFOLIO, BY CLASS OF INSTITUTION 


{In millions of dollars] 





Mu- 
tual 
sav- 


Feae 





3 Se8hS8268 


& 


247 
233 106 


229 102 
232 110 


251 245 | 973 110 
269 |1,113 152 


305 | 323 |1,431 227 
378 | 416 |1,828 30S 


#8 


860 
2,871 


2,988 
3,237 


3,894 
4,751 


w 
x 
°o 


a nS ee ae ae | 
88 


38 
-~ 


























1The RFC ng Company, the Federal National Mortgage 
Association, the Federal Deposit Insurance Corporation, and the 
United States Housing 

2 Including mortgage companies, finance companies, industrial banks, 
owed institutions, private and State benefit funds, etc. 


Note.—Figures represent gress amount of mortgages held, exclud- 
ing terminated mortgages and cases in transit to or being audited at the 
Federal Housing Administration. 
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MERCHANDISE EXPORTS AND IMPORTS 
{In millions of dollars} 





2 


Merchandise exports ! Merchandise imports! 





é 


1946 1947 1948 1949 1946 1947 1948 1949 





1,092 394 531 547 590 $83 
670 1,085 043 318 437 589 567 709 
1,139 385 445 633 882 


1,121 7 406 532 535 782 
851 1,103 095 393 474 554 541 45 940 
235 | 1,014 7 382 463 625 526 496 772 


. 1,019 431 450 564 9457 70S 
883 | 1,145 992 422 400 606 9491 461 745 
643 | 1,112 926 377 560 9530 266 639 


537 | 1,235 | 1,023 394 600 9557 142 743 423 
986 | 1,141 823 7841 478 455 554 9593 508 687 269 
1,097 | 1,114 | 1,318 7944 529 603 720 »605 567 Sil 598 


4,769 | 7,529 | 6,553 | 6,711 ; 2,277 | 2,861 | 3,520 | 3,390 ° 2,492 | 4,668 | 3,033 


BSS 8E3 Se 


















































? Preliminary. r Revised. 
1 Including both domestic and foreign merchandise. Beginnin ng January 1948, recorded exports include shipments under the Army Civilian 
Supply Program for occupied areas. The average monthly value such unrecorded shipments in 1947 was 75.9 million dollars. 
2 General imports including merchandise entered for immediate consumption and that entered for storage in bonded warehouses. 
Source.—Department of Commerce 
Back figures.—See BULLETIN for March 1947, p. 318; March 1943, p. 261; February 1940, p. 153; February 1937, p. 152; July 1933, p. 431; 
and January 1931, p. 18. 


FREIGHT CARLOADINGS, BY CLASSES REVENUES, EXPENSES, AND INCOME OF CLASS I 
[Index numbers, 1935-39 average = 100] RAILROADS 





For- {In millions of dollars] 
| Live-| est 

Total Coke hock 1 1i 
ucts cl. Total 
railway 

operating 

revenues 





Total F 
: Net 
railway i income 








ill 





SEASONALLY 
ADJUSTED 


SEASONALLY 
ADJUSTED 





150 | 277 
































Note.—For description and back data, see BULLETIN for June 1941, pp. 

529-533. Based on daily average loadings. Basic data compiled by Associa- 
tion of American Railroads. Total index compiled by combining indexes for 
classes with weights derived from revenue data of the Interstate Commerce ? Preliminary. r Revised. 
Commission. Note.—Descriptive material and back figures may be ob- 
tained from the Division of Research and Statistics. Basic 
data compiled by the Interstate Commerce Commission. 
Annual figures include revisions not available monthly. 
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DEPARTMENT STORE STATISTICS 


{Based on retail value figures] 


SALES AND STOCKS, BY FEDERAL RESERVE DISTRICTS 
{Index numbers, 1935-39 average = 100] 





Federal Reserve district 





Year or month i 
lanta 


Chi- 
cago 





1950—January 
February... 


321 
354 
371 
378 


366 
7345 


























254 
274 
273 
268 
248 








BS 


SSeses BEzze 





301 
7288 





* Preliminary. rR 


vised. 
1 Figures for sales are the average per trading day, while those for stocks are as of the end of the month or the annual average. 
Note.—For description and monthly indexes for back years for sales see BULLETIN for June 1944, pp. 542-561, and for stocks see BULLETIN 


for June 1946, pp. 588-612. 
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DEPARTMENT STORE STATISTICS—Continued 


SALES AND STOCKS BY MAJOR DEPARTMENTS 





Department 


Per cent change 
from a year ago 


(value) 


Ratio of 
stocks to 
sales ! 


Index numbers 
without seasonal adjustment 
1941 average monthly sales =100 ? 





Sales during 
period 


Stocks 
(end of 
month) 


Sales during 
period 


Stocks at end 
of month 





May 
1950 


3S 
$ 


1950 1949 





—_—_— 


Apr. 





iece g 
Silks, velvets and synthetics 

Woolen yard goods 

Cotton yard goods 

Household textiles 

Linens and towels 

Domestics—muslins, sheetings 

Blankets, comforters, and spreads.......... 


Laces, trimmings, embroideries, and ribbons. 
Notions. . . 
Toilet articles, ‘drug sundries 
Silverware and jewelry . 
Silverware and clocks 4 
Costume jewelry ‘... 
Fine jewelry and watches ¢ 
Art needlework 
Books and stationery 
Books and magazines 
Stationery 


Women’s and misses’ apparel and accessories. 
Women's and misses’ ready-to-wear accessories. . 


Neckwear and scarfs 
Handkerchiefs 


Women's and children's gloves 
Corsets and brassieres. . . 
Women’s and children’s hosiery 
Underwear, slips, and negligees 
Knit underwear 
Silk and muslin underwear, and slips 


Negligees, robes, and lounging apparel... . 


Infants’ wear 
Handbags and small leather goods 
Women’s and children’s shoes 
Children’ s shoes ¢ 
Ww omen "s shoes ¢ 
Women's and misses’ ready- to-wear apparel. . 
Women's and misses’ coats and suits 


Juniors’ and girls’ wear 
Juniors’ coats, suits, and dresses. . 


Women's and misses’ dresses 
Inexpensive dresses ¢ 
Better dresses ¢ 
Blouses, skirts, and sportswear 
Aprons, housedresses, and uniforms 


Men's and boys’ wear 
Men's clothing 
Men's furnishings and hats 
Boys’ wear 
Men's and boy's shoes and slippers 


Housefurnishings 
Furniture and bedding 
Mattresses, springs and studio beds ‘ 
Upholstered and other furniture ¢ 
Domestic floor coverings 
Rugs and carpets ‘ 
Linoleum ¢ 
Draperies, curtains, and upholstery 
Lamps and shades 
China and glassware 
Major household appliances 


Housewares (including minor appliances)... ... 


Gift shop ¢ 


Radios, phonographs, television, records, etc.‘. . 


Radios, phonographs, television‘... . . 


Records, sheet music, and instruments ‘ 


Miscellaneous merchandise departments 
Toys, games, sporting goods, and cameras 
Toys and games 
Sporting goods and cameras 
Luggage..... 
Candy ¢ 

















bed 
° 
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For footnotes see following page. 
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DEPARTMENT STORE STATISTICS—Continued 
SALES AND STOCKS BY MAJOR DEPARTMENTS—Continued 





Per cent change Rote pa Index numbers 
from a year ago without seasonal adjustment 
value) — ° 1941 average monthly sales=100 ? 





: Stocks 
ie Se (end of May i Stocks at end 


Department month) of month 





1950 
May 
| 1950 








BASEMENT STORE—total ~9 
Domestics and blankets ‘ —6 


Women’s and misses’ ready-to-wear ~12 
Intimate apparel ¢ es, | 
Coats and suits ¢ ng? 

—15 

~—10 
Girls’ wear ¢ —8 
Infants’ wear ¢ ial 

Men’s and boys’ wear -_4 

Men's wear * aa 
Men's clothing ¢ er 
Men’s furnishings ¢ — 
Boys’ wear ¢ tind 

Housefurnishings al 

—4 

NONMERCHANDISE—total ¢ ar 


Barber and beauty shop 4 73 +2 (8) 


eo NW NNNNN NNR KK Ke | Ww 
eo NY CAWMDAN AKCooroer a = 

















._ 
— 


























: The ratio of stocks to sales is obtained by dividing stocks at the end of the month by sales during the month and hence indicates the number 
of months’ supply on hand at the end of the month in terms of sales for that month. 

2 The 1941 average of monthly sales for each department is used as a base in ouquing On the sales index for that department. The stocks 
index is derived by applying to the sales index for each month the corresponding stocks- ratio. For description and monthly indexes of 
sales and — by department groups for back years, see BULLETIN for August 1946, pp. 856-858. The titles of the tables on pp. 857 and 858 
were rever 

* For movements of total department store sales and stocks see the indexes for the United States on p. 1059. 

‘ Index numbers of sales and stocks for this department are not available for publication separately; the department, however, is included 
in group and total indexes. 5 Data not available. 

Note.— Based on reports from a group of large department stores located in various cities Sees the country. In 1949, sales and stocks 
at these stores accounted for almost 50 per cent of estimated total department store sales and stoc Not all stores report data for all of the 
departments shown; consequently, the sample for the individual departments is not so comprehensive as that for the total. 


SALES, STOCKS, AND OUTSTANDING ORDERS WEEKLY INDEX OF SALES 
AT 296 DEPARTMENT STORES? [Weeks ending on dates shown. 1935-39 average = 100] 








Amount 
(in millions of dollars) 








, Out- 
Year or month Sales A 
Stocks | standing 
(total (end of orders 


- ab month) (end of 





1939 average 344 
1940 average 353 
1941 average 419 
1942 average 599 
1943 average... 
1944 average 
1945 average 
1946 average... 
1947 average 
1948 average 
1949 average... 


1950—January 
February. . . 
March 


SES. dob cba 
June 7318 373 























® Preliminary. 
' These figures are mot estimates for all department stores in the vised. 

United States, Note.—For description of series and for back figures, see BULLETIN 
Back figures.—Division of Research and Statistics. for September 1944, pp. 874-875. 
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DEPARTMENT STORE STATISTICS—Continued 
SALES BY FEDERAL RESERVE DISTRICTS AND BY CITIES 
(Percentage change from corresponding period of preceding year] 





June | May i June | May ~ 
1950 | 1950 1950 | 1950 ; 






































1 1 +++++ 


Se ti Be Be ee I 









































» Preliminary. * Revised. 
1 Indexes for these cities may be obtained on request from the Federal Reserve Bank in the district in which the city is located. 
* Data not available. *Five months 1950. 





COST OF LIVING 


Consumers’ Price Index for Moderate Income Families in Large Cities 
[Index numbers of the Bureau of Labor Statistics, 1935-39 average = 100] 
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Back figures.—Bureau of Labor Statistics, Department of Labor. 
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WHOLESALE PRICES, BY GROUPS OF COMMODITIES 
[Index numbers of the Bureau of Labor Statistics. 1926 =100] 
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Subgroups 





F Products: Metals and Metal Products: 
i gag Agricultural mach. & equip... 
Farm machinery 
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* Revised. 
1 Weekly indexes are based on an abbreviated sample not comparable with monthly data. 


Back figures.—Bureau of Labor Statistics, Department of Labor. 
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GROSS NATIONAL PRODUCT, NATIONAL INCOME, AND PERSONAL INCOME 
[Estimates of the Department of Commerce. In billions of dollars) 


RELATION OF GROSS NATIONAL PRODUCT, NATIONAL INCOME, PERSONAL INCOME, AND SAVING 





Seasonally adjusted annual! rates 
Annual totals by quarters 
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NATIONAL BY DISTRIBUTIVE SHARES 





Seasonally adjusted annual rates 


Annual totals by quarters 
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n.a. Not available. 

! Less than 50 million dollars. 

? Includes employee contributions to social insurance funds. 

3 Includes noncorporate inventory valuation adjustment. 

Note.— Details may not add to totals because of rounding. 

Source.—Figures in this table are the revised series. For an explanation of the revisions and a detailed breakdown of the series for the period 
1929-38, see National Income Supplement to the Survey of Current Business, July 1947, Department of Commerce. For the detailed breakdown 
for the period 1939-49, see Survey of Current Business, July 1950. For a discussion of the revisions, together with annual data for the peri 
1929-38, ons also pp. 1105-1114 of the BULLETIN for September 1947; data subsequent to 1938 shown in that issue of the BULLETIN have since 
been revi 
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GROSS NATIONAL PRODUCT, NATIONAL INCOME, AND PERSONAL INCOME—Contiaued 
(Estimates of the Department of Commerce. In billions of dollars] 
GROSS NATIONAL PRODUCT OR EXPENDITURE 





Annual totals Seasonally Giant annual rates 
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PERSONAL INCOME 
(Seasonally adjusted monthly totals at annual rates] 





Wages and salaries 
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r Revised. 

' Includes construction expenditures for crude petroleum and natural gas drilling. 

? Consists of sales abroad and domestic sales al anaen consumption goods and materials. 

* Less than 50 million dollars. om! a 

‘ Total wage and salary receipts, as included in ‘‘Personal income,” is equal to total disbursements less employee contributions to social insur- 
ance. Such contributions are not available by industries. 

’ Includes compensation for injuries, employer contributions to private pension and welfare funds, and other payments. ‘ 

, s ——— business and professional income, farm income, and rental income of unincorporated enterprise; also a noncorporate inventory 

valuation adjustment. 

’ Includes government social insurance benefits, direct relief, mustering out pay, veterans’ readjustment allowances and other payments, as 
well as consumer bad debts, and other business transfers. > . 
_ Includes personal income exclusive of net income of unincorporated farm enterprise, farm wages, agricultural net rents, agricultural net 
interest, and net dividends paid by agricultural corporations. 


NoTE.—Details may not add to totals because of rounding. 
Source.—Same as preceding page. 
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CONSUMER CREDIT STATISTICS 
TOTAL CONSUMER CREDIT, BY MAJOR PARTS 
[Estimated amounts outstanding. In millions of dollars] 





Instalment credit Noninstalment credit 
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»Preliminary. 
1 Includes repair and modernization loans insured by Federal Housing Administration. 
? Noninstalment consumer loans (single-payment loans of commercial banks and pawnbrokers). 


Note.—Back figures by months beginning January 1929 may be obtained from Division of Research and Statistics. 


CONSUMER INSTALMENT LOANS 
[Estimates. In millions of dollars] 





Amounts outstanding Loans made by principal lending institutions 
(end of period) (during period 





Year or month Indus- Indus- 
Small trial 


Indus- trial — Indus- 
trial loan oom. trial loan 
banks? com- os - banks* | com- 
panies * enemas panies ? 











219 413 
121 202 


November.. 
December. . 


1950—January... 
ebruary .. 


978 147 175 















































® Preliminary. 

1 Figures include only personal instalment cash loans and retail automobile direct loans shown on the following page, and a small amount 
of other retail direct loans not shown separately. Other retail direct loans outstanding at the end of June amounted to 97 million dollars, and 
other loans made during June were 13 million. 

2 Figures include only personal instalment cash loans, retail automobile direct loans, and other retail direct loans. Direct retail instalment 
loans are obtained by deducting an estimate of paper purchased from total retail instalment paper. 

* Includes only loans insured by Federal Housing Administration. 
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CONSUMER CREDIT STATISTICS—Continued 


CONSUMER INSTALMENT SALE CREDIT, EXCLUDING CONSUMER INSTALMENT CREDITS OF COMMERCIAL 
AUTOMOBILE CREDIT BANKS, BY TYPE OF CREDIT 
[Estimated amounts outstanding. In millions of dollars} [Estimates. In millions of dollars] 
Automobile 
Mold 4 
Jewelry Year or month 
appli- stores 
stores 
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CONSUMER INSTALMENT CREDITS OF INDUSTRIAL 
BANKS, BY TYPE OF CREDIT CONSUMER INSTALMENT CREDITS OF INDUSTRIAL 
(Estimates. In millions of dollars) LOAN COMPANIES, BY TYPE OF CREDIT 
Retail instal- (Estimates. In millions of dollars] 
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» Preliminary. 1 Includes not only loans insured by Federal Housing Administration but also noninsured loans. 
* Includes both direct loans and paper purchased. 
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CONSUMER CREDIT STATISTICS—Continued 
FURNITURE STORE STATISTICS RATIO OF COLLECTIONS TO ACCOUNTS RECEIVABLE: 








Percentage change Instalment accounts Charge 
accounts 


Percentage change Soom €8: i 

" rresponding 

from preceding month of preceding 
year 





Year or month House- 
Furni- hold ap- Depart- 
pliance | stores 


June | May | April ture ment 
1950” 19507} 1950 | 1950 stores 











Net sales: 
Total , ‘ +6 7 +3 
Fe SP ee ~ —2 J —7 
Credit sales: 

Instalment. . +7 FS 
Charge account +7 +1 


Accounts receivable, end 
of month: 

Total.... * +27 

Instalment.......... +28 


Collections during 
month: 


Instalment 

















Inventories, end of 
month, at retail] value 























? Preliminary. 
1 Collections during month as percentage of accounts outstanding at 
® Preliminary. beginning of month. 

2 Collection of these data for jewelry stores was discontinued 
after December 1949. F 











DEPARTMENT STORE SALES, ACCOUNTS RECEIVABLE, AND COLLECTIONS 





Index numbers, without seasonal adjustment, 1941 average = 100 Percentage of total sales 





, Accounts receivable | Collections during 
Year or month Sales during month at end of month month Charge 


account 





Instal- Instal- Charge Instal- Charge 
ment ment account account 





Averages of monthly 
data: 
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» Preliminary. * Revised. 
Note.—Data based on reports from a smaller group of stores than is included in the monthly index of sales shown on p. 1059. 
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CURRENT STATISTICS FOR FEDERAL RESERVE CHART BOOKS 
BANK CREDIT, MONEY RATES, AND BUSINESS * 
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Chart 
book 
page 





Chart 
book 
Dage 








WEEKLY FIGURES ° 
RESERVE BANK CREDIT, ETC. 


Reserve Bank credit, total.. 
U. S. Govt. securities, total. . 
Bills 
Notes and certificates. ... 


Gold stock 
Money in circulation 
Treasury cash and deposits. . 
Member bank reserves, total. "2, 4 
New York City 5 
Chicago 
Reserve city banks 
Country banks 
Required reserves 
Excess reserves, total¢.. 
New York City 
Chicago 
Reserve city banks 
Country banks *¢ 
MEMBER BANKS IN LEADING CITIES 


All reporting banks: 
Loans and investments 
U. S. Govt. securities, total. 

16 


Notes and certificates. . 


Other securities 
Demand deposits adjusted. . 
U. S. Govt. deposits 14 
Loans, total 
Commercial 
Real estate 
For purchasing securities: 
Total 
U. S. Govt. securities. . 
Other securities 


New York City banks: 
Loans and investments 
U. S. Govt. securities, total. 
Bonds, total holdings 
Due or callable—S5 years 
Notes and certificates. . 


Demand deposits adjusted. . 
U. S. Govt. deposits 
Interbank deposits 

Time deposits 

Loans, total 


For purchasing securities: 
To brokers: 
On U. S. Govts 
On other securities. . . 
To others 
Real estate and other .... 
Banks outside New York bey 
ae and investments 


Time deposits 
Loans, total 
Commercial 
Real estate 
For purchasing securities . 
Other 
MONEY RATES, ETC, 


U. S. Govt. securities: 
Bills (new issues) 
Certific ates 


15 years or more 
Corporate bonds: 


Reilrosd 
Public utility 
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WEEKLY FIGURES *—Cont. 


BUSINESS CONDITIONS 


Indexes Witenes (rane = 100): 
Total 


Other commodities 
Basic commodities: 
(Aug. 1939 = 100): 


71 
Steel (% of = cars)... 71 
Eee (thous. . 
2 


Bituminous coal (mill. eh 72 
Paperboard (thous. tons)... 73 
Meat (mill. pounds) 

Electric power (mill. kw. hrs.) 75 





: \Freight carloadings (thous. cars) : 5 


Total 


Department store sales 
(1935-39 = 100) 





MONTHLY FIGURES 
DEPOSITS AND CURRENCY 


its and currency ¢ 

otal deposits and currency . 
Total deposits adjusted and 

currency 
Demand deposits adjusted. . 
Time deposits adjusted 
Currency outside banks.... 
U. S. Govt. deposits 


8 . A : 
Money in circulation, total... 


Bills of $50 and over 
$10 and $20 bills 
Coins, $1, $2, and $5 bills... 








oo 20|| Turnover of demand deposits:$ 


9.09)| 


4.44) 


New York Ci 8 
|| Other leading cities 8 


75) 
4.03) 
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44|| 
82 
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cated 








Volume of trading (mill. shares) 3 





141 
150 
103 
106 
1.59 





134 
143 
105 
101 
2.59 


139 





139 
148 
120) 
101 
2.38 


COMMERCIAL BANKS 


} 


! Cash assets ¢ 

Loans aan investments, total ¢ 
i] 

21 Other securities 

* Holdings | of U. S. Govt. se- 


65) curities: 


|| Within 1 year: 
] 


Certificates 
Notes and bonds 


10 
Notes and bonds (1-5 yrs.) - 
Bonds (5-10 yrs.)........ 
Bonds (over 10 yrs.)..... i0 












































In billions of dollars 








”26.60 
?121.20 
744.10 
766.10 
Pil. 








°26. 
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.00 
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766. 
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For footnotes see p. 1072. 
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CURRENT STATISTICS FOR FEDERAL RESERVE CHART BOOKS—Continued 
BANK CREDIT, MONEY RATES, AND BUSINESS—Constinued 





Chart 
book 
page 





1950 





Apr. 


May 


June! 





$e 


1950 





Apr. 


May 
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MONTHLY FIGURES—Cont. 
MEMBER BANKS 


All member banks: 
Loans and investments, total 


Other securities 
Demand ~— ~ 95 adjusted ¢ 
Time deposits 


U. S. Govt. securities 
Other securities 
Demand deposits adjusted ¢ 
Time deposits 
neces = to banks 


Demand =a adjusted ¢ 
Time deposits 

Balances due to banks 
Balances due from banks 


Loans and investments, total 


U. S. Govt. securities........... 
Other securities 

Demand deposits adjusted ¢ 

Time deposits 

Balances due from banks. ........ 


CONSUMER CREDIT * 
Consumer credit, total.............. 
Single- payment loans 
Charge accounts 
Service credit 
Instalment credit, total. 
Instalment loans 
Instalment sale credit, total... .. 
Automobile 


GOVERNMENT FINANCE 


Gross debt of the U. S. Government: 
Total (direct and guaranteed) 
Bonds (marketable issues) 
Notes, certificates, and bills 
Savings bonds, savings notes... . 
Special issues 
Guaranteed, noninterest-bearing 


Ownership ‘of U. 
Total: 
Commercial banks *¢ 
Fed. agencies and trust funds... 
F, R. Banks 
Individuals ¢ 
Corporations and associations *. . 
Insurance companies ¢ 
Mutual! savings banks ¢ 
State and local govts.*......... 
Marketable public issues: 
By class of security: 
Bills—Total outstandi 
Commercial bank an 


S. Govt. securities: 


Notes and certificates—Total 
outstanding 
Commercial bank and F. R. 


In billions of dollars 








— 


— 
ADK wwo 











MONTHLY FIGURES—Cont. 
GOVERNMENT FINANCE—Cont. 


blic issues—Cont. 

By class of security—Cont. 
Bonds—Total outstanding. . 
Nonbank (unrestricted i issues 

only}, Sqeoss bank, 
and F. R. Bank 


F. R. Bank 
By earliest callable or due date: 
Within 1 year-Total outstanding 
Commercial bank and F. R. 


1-5 years—Total quaneny. 
Commercial bank and F 


5-10 years—Total outstanding 
Nonbank (unrestricted issues 
and #1 2 bank, 


F. R. Bank 
Over 10 years—Total outstand- 


ing 
Nonbank (unrestricted issues 
and F. commerci 


Cash income and outgo: 
Cash i 


Cash outgo 
Excess of cash income or outgo.. . . 


MONEY RATES, ETC. 


Treasury bills (new issues) 
Corporate bonds: 
— 


Commercial paper 

Stock yields: 

Dividends /price ratio: 
Common stock 
Preferred stock 


Margin requirements (per cent) 
Stock prices (1935-39 = 100), total... 


||\Stock market credit (mill. dollars): 


Customers’ debit balances 

Money borrowed 

Customers’ free credit balances... . 
Volume of trading (mill. shares). .... 


BUSINESS CONDITIONS 


||Personal income (annual rates, bill. 
dollars): ¢ 


Wage and salary receipts 
Proprietors’ income, dividends, and 


All other 


3\\Labor force (mill. persons): ¢ 


Total 


Unemployment 
Employment 
Nonagricultural 
Employment in nonagricultural estab- 
lishments (mill. persons): ¢ * 


Manufacturing and mining 
Construction 
Transportation and utilities 
Trade 
Government 

Hours and earnings at factories: 
Weekly earnings (dollars) 
Hourly earnings (dollars) 





Hours worked (per week) 


wenn U. S. Govt. securities—Cont. 


24 


24 


24 
24 


25 
25 
25 
25 
25 
25 
25 
25 


25 
25 


25 


25 


25 
25 


26 
26 
26 


In billions of dollars 











3.82\ 





In unit indicated 











50 
142 


461 
1,084 
619 
678 
2.30 





50 
147 





For footnotes see p. 1072. 
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CURRENT STATISTICS FOR FEDERAL RESERVE CHART BOOKS—Continued 
BANK CREDIT, MONEY RATES, AND BUSINESS—Costiaued 





Chart 


book 
page 


1950 








Apr. 


May 


June! 





MONTHLY FIGURES—Cont. 
BUSINESS CONDITIONS—Cont. 


Industrial production: * 
Total os 39 = 100) 
Groups (points in total index): 
Durable manufactures....... ote 
Nondurable manufactures 


— 
Man uring production 
ait pd total 
Durable 


Selected durable —_— 


ber 
Transportation equipment . 
Machinery 
Selected nondurable manufactures 
(1935-39 = 100): 
Apparel wool consumption 
Cotton consumption 


Sales, inventories, and orders: 
Sales (bill. dollars) :* 
a —— - total..... 


Inventories (bill. dollars) :5 
Manufacturing, total 


New orders (bill. dollars) 
Durable 
Nondurable 
Construction contracts (3 mo. moving 
.. mill. dollars) :* 


ther 
Residential construction: 
Contracts awarded (mill. dollars): 
Total 
1- and 2-family dwellings 
Other. 
Dwellings started (thous. units) . 
Value of construction activity (mill. 
dollars) : 
Total « 
Nonresidential: « 
ublic 
Private... . 
Residential: « 
Public. 
Private. 7 
Freight carloadings:* 
Total (1935-39 = 100) 
Groups (points in total index): 


Partment stores: 
“oe (1935-39 = 100) :§ 


Sales (mill. dollars)....... ence 

Stocks (mill. dollars) 

Outstanding orders (mill. dollars) 

Ratios to sales (months’ supply): 
Jotal commitments 
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mun 


— 


bo bib pRowomooam=: 


»199 
790 


P86. 
723 .O}) 


7208 
»237 
P184 


P219 
271 
214 

pi44 

279 


— 
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MONTHLY FIGURES—Cont. 
BUSINESS CONDITIONS—Cont. 


Consumers’ prices (1935-39 = 100): 
All items 
Food 


INTERNATIONAL TRADE AND FINANCE 
Ex and imports (mill. dollars): 
Exports 








QUARTERLY FIGURES 
GOVERNMENT FINANCE 
—_ * goonies on expenditures of 


Corporate income, etc 
— internal revenue. . 


MONEY RATES 


4 
igh: sates om tenn to Gustnces 
ee 


orthern . 
it Southern and Western cities. . 
Loses at ASSESS 


New York City 
7 Northern and Eastern cities. . . 
it Southern and Western cities. . 


In unit indicated 





AueBVe PRR wwWo Bem aAw 
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For footnotes see p. 1072. 
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CURRENT STATISTICS FOR FEDERAL RESERVE CHART BOOKS—Continued 
BANK CREDIT, MONEY RATES, AND BUSINESS—Costinsed 





Chart 
book 
page 


1949 


1950 





Oct.- 
Dec. 


Jan.- 
Mar. 


Apr.- 
June 





1949 


1950 





Oct.- Jan. 
Dec. Mar. 





Apr.- 
June 





QUARTERLY FIGURES—Cont. 


MONEY RATES—Cont. 


Bank rates on loans to business—Cont. 
Leans of $10,000-$100,000: 


EE acne. cake ime > a's 2 

7 Northern and Eastern cities. . . 

11 Southern and Western cities 
Loans of $100,000-$200,000: 

19 cities 

New York City 

7 Northern and Eastern cities... 

11 Southern and Western cities. . 
Loans of $200,000 and over: 

19 cities... 

New York City 

7 Northern and Eastern cities. . . 

11 Southern and Western cities. . 

Stock yields: 
Earnings/price ratio, common 


BUSINESS FINANCE 


Corporate assets and liabilities (bill. 
dollars): ¢ 
Current assets, total 
Cash 
U. S. Govt. securities 
Inventories 
Current liabilities, total. . . 
Notes and accounts payable 
Federal income tax liabilities. . . . 
Net working capital ; 
Corporate security issues: 
Total (bill. dollars)*.......... 
New money, total (bill. dollars) ¢. 
Type of security (bill. dollars): 


Preferred stock... . ; 
Common stock aR Ss 
Use of proceeds (mill. dollars) : 
Plant and equipment: 
All issuers Sea 
Public utility *. . . 
Railroad......... 
Industrial*........ 
Working capital: 
0 
Public utility *®......... 


Industrial *.. . 
Bonds (bill. dollars) : 
a 
Private : 
Corporate profits, taxes, and dividends 
(annual rates, bill. dollars): +«* 
Profits before taxes 
Profits after taxes (dividends and 
undistributed profits) 
Undistributed profits bene 
Corporate profits after taxes (quar- 
terly totals): 
All corporations (bill. dollars) ¢.. . . 
Large corporations, total (bill. dol- 
lars) 
Manufacturing (mill. dollars) : 


Nondurable. 
Electric power and 

(mill. dollars). ...... ? 
Railroads (mill. dollars)........ 


telephone 


Per cent per annum 
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In unit indicated } 








4.2 
ca 


424 
342 


267 
161 





| 


127 
76) 
20 


732.0 
719.5 








i] Nondurable goods 
; | i 


QUARTERLY FIGURES—Cont. 


BUSINESS FINANCE—Cont. 


|Plant and equipment expenditures 
(bill. dollars): ¢ * 

All business 

Manufacturing and mining; rail- 
roads and utilities 

Manufacturing and mining 





| GROSS NATIONAL PRODUCT, ETC. * 


|Gross national product § 
Govt. purchases of goods and serv- 
ices 


| Personal consumption expenditures 
Durable s 


Private domestic and foreign invest- 


Gross private domestic invest- 
ment: 
Producers’ durable equipment . 
New construction 
Change in business inventories . 
Net foreign investment 
Personal income, consumption, and 
saving: ® 
Personal income 
Disposable income 
Consumption expenditures 
Net personal saving 


SEMIANNUAL FIGURES 


INSURED COMMERCIAL BANKS 


| Commercial 
| Agricultural 
| 


For purchasing securities: 
To brokers and dealers 


+||State and local government securities . 


her securities 


In unit indicated 


























Annual rates 
in billions of dollars 





5 
4 
4 
9 
5 
0 
6 








1948 


1949 





Dec. | June Dec. 


31 30 


Be 





In billions of dollars 








.76 
.78 
.67 
.80 





— — 
oer nwoe 


“Sen Stee 


oe co- 








¢ Estimated. » Preliminary. 


* Less than 5 million dollars. 


4 Deficiency of less than 5 million dollars. 


5 Adjusted for seasonal variation. 


r Revised. 


¢ Corrected. 
1 For charts on pp. 22, 29, and 35, figures for a more recent period are available in the regular BULLETIN tables that show those series. Because 
the Chart Book is usually released for publication some time after the BULLETIN has gone to press, most weekly charts and several monthly charts 
include figures for a more recent date than are shown in this table. 
2 Figures for other than Wednesday dates are shown under the Wednesday included in the weekly period. 


6 Beginning with the second quarter of 1950 data are not strictly comparable with those for earlier quarters because of changes in components. 
on preliminary data. a 

8 Expenditures anticipated by business during the third quarter of 1950 are (in billions of dollars): All business, 4.5; manufacturing and mining, 
railroads and utilities, 3.2; manufacturing and mining, 2.1. - 

* Monthly issues of this edition of the Chart Book may be obtained at an annual subscription rate of $6.00; individual copies of monthly 


7 Estimates of Council of Economic Advisers, based 


issues at 60 cents each. 
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CURRENT STATISTICS FOR FEDERAL RESERVE CHART BOOKS—Continued 
CONSUMER CREDIT 








1950 





Chart 
book 
page 








May? | June? 





Chart 
book 
Dage 





1950 














Consumer credit cupstanting, tatel 
Instalment credit, total 
Instal 





Charge accounts............... 
Single-payment loans 
Service credit 
Consumer credit outstanding, cumu- 
lative t 
el ey credit 





Qeowananaw 


Consumer instalment sale credit out- 
standing, —_—- totals: ! 

All other 

Depetteneat seces and mail-order 


eee eee ee ee eee eee 


eee eee 

















(Consumer 


instalment 
granted, cumulative totals: ! 
By all other retailers 
By department stores and mail- 


sale_ credit 


ee 








































» Preliminary 


JULY CROP REPORT, BY FEDERAL RESERVE DISTRICTS 
BASED ON ESTIMATES OF THE DEPARTMENT OF AGRICULTURE, BY STATES, AS OF JULY 1, 1950 


{In thousands of units] 


1 The _aaomy shown here are cumulative totals, not aggregates for the individual components. Aggregates for each component may be derived 
by subtracting from the figure shown, the total immediately following it. 













Corn 





Total wheat 





Winter wheat 


Spring wheat 















Federal Reserve district | 






Production 
1949 





July 1, 1950 


Estimate Production 
1949 


Esti 
July 1, 1950 


imate 


Estimate 
July 1, 1950 


Production 
1949 





Production 
1949 






Estimate 
July 1, 1950 













Bushels 






Pee eee ero 6,904 
Ee 33,917 
ES ee 56,510 
eS EA IE ES 28 251,347 
IEE, «i's. 40 0-k's Glare 190,015 
CS 204 ,395 
Chicago....... 1,351,980 
so .. 3 accede cen 430,953 
Minneapolis.......... 378,335 
LE. « o kcivs Fudskau 396 , 589 
DEN: +000 +00 G0 uumte eee 69,650 


7,195 


Bushels Bushels 


2 | Se Ser es 
35,975 13,095 12,898 
55 ,066 18,961 17,730 

232 ,633 65 , 586 53,170 
182 ,532 24,677 23 ,883 
205 ,091 6,372 5,713 
1,204 ,645 93,562 66 ,950 
417,757 73,509 47,870 
378,370 230,399 222 ,696 
371,017 374,607 336,197 
77,364 104 ,632 21,895 


Bushels Bushels 


13,011 12,818 
18,961 17,730 
| 65, 586 53,170 
24.677 23, 
6,372 5.713 
90.920 65 ,648 
73,488 47,855 
29,356 26,395 
367,761 332 937 
104 , 507 21,788 


















3,377,790 


3,175,602 





720,545 








244,795 




















Oats 


Tame Hay 


Tobacco 


White 












Federal Reserve district 
Production 
1949 





July 1, 1950 


Estimate Production 
1949 





Esti 
July 1, 1950 


imate 


Estimate 


Production 
1949 July 1, 1950 


Production 
1949 









Estimate 
July 1, 1950 









Bushels 


















yee A ee 5,831 

New York. .... 23,959 
—~ ee yp eee 15,601 
RRR. Se eR 58 ,869 
oS Se epee. 35,103 
SNE soak web Ge duckie 28,126 
ND: asa onutate. BS eun 591,639 
8 Se aa me 64,738 
OS Saas 322,573 
es GR... zs ascu vies 106 ,002 
_ RRR eb eae 37,499 


32,984 





Bushels 





32,520 5,222 
16,590 2,471 
52,225 5,719 
37,250 5,292 
30,553 4,055 
599 , 833 16,876 
73,507 9,829 
344 , 503 9,174 
133 ,346 10,220 
33 ,680 1,786 
34,926 12, 


Tons 


3,679 
5,950 
2,634 
6,068 
4,917 
3,506 
19,793 
9,652 
10,973 
9,045 
1,783 
13,333 





Pounds 


915 924 
58,709 61,405 
150,699 132,611 
1,076,513 1,119,940 
247 ,627 224,396 
32,460 33,775 
357 ,353 312 ,933 
2,431 409 
4,212 3,738 













1,322,924 








1,394, 








91,333 


1,970,376 1,932,146 


























Aucust 1950 


NoTE.—1949 figures for tobacco are as revised in July 1950. 
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INTERNATIONAL FINANCIAL STATISTICS 
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Tables on the following pages include the principal available statistics of current significance relating 
to gold, international capital transactions of the United States, and financial developments abroad. 
The data are compiled for the most part from regularly published sources such as central and com- 
mercial bank statements and official statistical bulletins, some data are reported to the Board directly. 
Figures on international capital transactions of the United States are collected by the Federal Reserve 
Banks from banks, bankers, brokers, and dealers in the United States in accordance with the Treasury 
Regulation of November 12, 1934. Back figures for all except price tables, together with descriptive 
text, may be obtained from the Board’s publication, Banking and Monetary Statistics. 
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INTERNATIONAL CAPITAL TRANSACTIONS OF THE UNITED STATES 
NET CAPITAL MOVEMENT TO UNITED STATES SINCE JANUARY 2, 1935 
[Net movement from United States, (—). In millions of dollars] 
TABLE 1.—TOTAL CAPITAL MOVEMENT, BY TYPES 
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TABLE 2.—TOTAL CAPITAL MOVEMENT, BY COUNTRIES 





Interna- United Neth- | Switz- : 
reemm Sam. z 935. tional in-| Total King- | France er- er- Italy baad Dann a J 
& stitutions dom lands land ” oe 





1,193. 
1,338. 
1,474. 
1,383 


1944—Dec. 1,090. 1,172. 
1945—Dec. : 
1946—Dec. 
1947—Dec. 


1948— Dec. 


1949—June 
July 
Aug. : 
Sept. 
Oct. 3 
Nov. 
Dec. 3 

1950—Jan. ; 
Feb. 
Mar. : 
Apr. 
May : 


w 
RAW 


» 
‘a cota 
sous 
he wom ar 


—- 


IOS Mo a 

es. .eerere. se 
ANNNKRBOWARK Oe 

CUS bh ORUwWUAN AIA 

sas a ta teia tian tei 
ACAOWAWAS Use Swen 
a aed at ae hat at a Oweww 
ERP AEN AS at Om Nine 
SOSMWR OR ODOM=— 
WleSNKYRUNOCWh WAGES 
NRE ROCONRKRK OU NBWWRED 












































® Preliminary. . 

! This category made up as follows: through Sept. 21, 1938, funds held by foreign central banks at the Federal Reserve Bank of New Y ork 
and special deposit accounts held with the U. S. Treasury; beginning Sept. 28, 1938, also funds held at commercial banks in New York City by 
central banks maintaining accounts at the Federal Reserve Bank of New York; beginning July 17, 1940, also funds in accounts at the Federal 
Reserve Bank of New York which had been transferred from central bank to government names; beginning with the new series commencing with 
the month of July 1942, all funds held with banks and bankers in the United States by foreign central banks and by foreign central governments 
and their agencies (including official purchasing missions, trade and shipping missions, diplomatic and consular establishments, etc.), and also 
special deposit accounts held with the U. S. Treasury. its 

? Beginning with 1947, these figures include transactions of international institutions, which are shown separately in Tables 5 and 6. Securities 
of such institutions are included in foreign securities. ’ y 

* The weekly series of capital movement statistics reported through July 1, 1942, was replaced by a monthly series commencing with July 1942. 
Since the old series overlapped the new by one day, the cumulative figures were adjusted to represent the movement through June 30 only. This 
adjustment, however, is incomplete since it takes into account only certain significant movements known to have occurred on July 1. Subsequent 
figures are based upon new monthly series. For further explanation see BULLETIN for January 1943, p. 98. : 

NotE.—Statistics reported by banks, bankers, brokers, and dealers. For full description of statistics see Banking and Monetary Statistics, 
pp. 558-560; for back figures through 1941 see Tables 161 and 162, pp. 574-637 in the same publication, and for those subsequent to 1941 see 

ULLETIN for February 1950, pp. 246-251. For revision of earlier figures to include movement in official Philippine accounts held with U. S. 

Treasury, see BULLETIN for July 1946, pp. 815-819. Certain of the figures in tables “Short-term Liabilities to and Claims on Foreigners Report 
by Banks in the United States, by Countries’ are not strictly comparable with the corresponding figures for preceding months owing to changes 
in reporting practice of various banks. The cumulative figures in Tables 1, 2, and 3 of “Net Capital Movement to United States’ have been 
adjusted to exclude the unreal movements introduced by these changes. For further explanation see Banking and Monetary Statistics, pp. 578-591, 
and BULLETIN for March 1947, pp. 338-339, and September 1945, pp. 967-971. 
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INTERNATIONAL CAPITAL TRANSACTIONS OF THE UNITED STATES—Costinued 
NET CAPITAL MOVEMENT TO UNITED STATES SINCE JANUARY 2, 1935—Continued 
[Net movement from United States, (—). In millions of dollars] 
TABLE 3.—INCREASE IN FOREIGN BANKING FUNDS IN U. S., BY COUNTRIES 
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TABLE 4.—DECREASE IN U. S. BANKING FUNDS ABROAD, BY COUNTRIES 
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TABLE 5.—FOREIGN SECURITIES: RETURN OF U. S. FUNDS, BY COUNTRIES 
(Net Purchases by Foreigners of Foreign Securities Owned in U. S.) 
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® Preliminary. 
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INTERNATIONAL CAPITAL TRANSACTIONS OF THE UNITED STATES—Costinued 
NET CAPITAL MOVEMENT TO UNITED STATES SINCE JANUARY 2, 1935—Costinued 
[Net movement from United States, (—). In millions of dollars} 


TABLE 6.—DOMESTIC SECURITIES: INFLOW OF FOREIGN FUNDS, BY COUNTRIES 
(Net Purchases by Foreigners of U. S. Securities) 
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TABLE 7.—INFLOW IN BROKERAGE BALANCES, BY COUNTRIES 


(The Net Effect of Increases in Poccign Brokerage Balances fe U. S. and of Decreases 
in Balances Held by Brokers and ers in U. S. with Brokers and Dealers Abroad) 
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SHORT-TERM LIABILITIES TO AND CLAIMS ON FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, 
BY COUNTRIES 


{Amounts outstanding, in millions of dollars] 
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® Preliminary. 
1 Amounts outstanding (in millions of dollars): foreign brokerage balances in U. S., 74.5; U. S. brokerage balances abroad, 26.2. 


2? Country breakdown is for “‘Official and private 
+ Beginning January 1950, excludes Bank for International Settlements, included in “International institutions” as of that date. 
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INTERNATIONAL CAPITAL TRANSACTIONS OF THE UNITED STATES—Continued 
SHORT-TERM LIABILITIES TO AND CLARE ON FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, 
COUNTRIES—Continued 


{Amounts outstanding, in millions of dollars] 


LIABILITIES TO FOREIGNERS—SUPPLEMENTARY DATA 
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» Preliminary. r Revised. 

! Beginning March 1947, figures include balances in accounts opened by occupation authorities for foreign trade purposes. 

? Beginning January 1950, excludes Austria, Czechoslovakia, and Poland, reported separately as of that date. 

* Beginning January 1950, excludes Dominican Republic, Guatemala, E] Salvador, and Uruguay, re separately as of that date. 

‘ Beginning January 1948, includes Pakistan, Burma, and Ceylon, previously included with India. ginning January 1950, excludes Iran, 
Israel, and Thailand, reported separately as of that date. 

* Beginning January 1950, excludes Belgian Congo, reported separately as of that date. 
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INTERNATIONAL CAPITAL TRANSACTIONS OF THE UNITED STATES—Continued 


SHORT-TERM LIABILITIES TO AND CLAIMS ON FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, 
BY COUNTRIES—Continued 


[Amounts outstanding, in millions of dollars] 
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FOREIGNERS—SUPPLEMENTARY DATA 
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» Preliminary. ’ 

1 Figure not strictly comparable with the corresponding figures for preceding months due to write-off of claim on Germany amounting to 
$6,121,000. The cumulative figures in Tables 1, 2, and 4 of “Net Capital Movement to United States” have been adjusted to exclude the unreal 
movement introduced by this change. 

? Beginning January 1950, excludes Austria, Czechoslovakia, and Poland, reported separately as of that date. 

5 Less than $50,000. 

‘ Beginning January 1950, excludes Dominican Republic, Guatemala, El] Salvador, and Uruguay, reported separately as of that date. 
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INTERNATIONAL CAPITAL TRANSACTIONS OF THE UNITED STATES—Continued 


SHORT-TERM LIABILITIES TO AND CLAIMS ON FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, 
BY COUNTRIES—Continued 


[Amounts outstanding, in millions of dollars] 


CLAIMS ON FOREIGNERS—SUPPLEMENTARY DATA 
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» Prelimi b . 

1 Beginning Laney 1948, includes Pakistan, Burma, and Ceylon, previously included with India. Beginning January 1950, excludes Iran, 
Israel, and Thailand, reported separately as of that date. 

? Beginning January 1950, excludes Belgian Congo, reported separately as of that date. 

3 Less than $50,000. 





GOLD PRODUCTION 
OUTSIDE U. S. S. R. 


[In millions of dollars} 
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_ Gold production in U. S. S. R.: No reguiar Government statistics on gold production in U.S. S. R. are available, but data of percentage changes 
irregularly given out by officials of the gold mining industry, together with certain direct figures for past years, afford a basis for estimating annual 
production as follows: 1934, 135 million dollars; 1935, 158 million; 1936, 187 million; 1937, 185 million; and 1938, 180 million, 
1 Estimates of United States Bureau of Mines. 
? Beginning 1942, figures reported by American Bureau of Metal Statistics. Beginning 1944, they are for Gold Coast only. 
* Reported by American Bureau of Metal Statistics. 
_ 4Includes Philippine production received in United States through 1945. Yearly figures are estimates of United States Mint. Monthly 
figures are estimates of American Bureau of Metal Statistics, those for 1949 having been revised by subtracting from each monthly figure $217,251 
so that the aggregate for the year is equal to the yearly estimate compiled by the United States Mint. 
’ Gold exports, reported by the Banco Nacional de Nicaragua, which states that they represent approximately 90 per cent of total production. 
_ Note.—For explanation of table and sources, see BULLETIN for June 1948, p. 731; and Banking and Monetary Statistics, p. 524. For annual 
pwr compiled by the United States Mint for these and other countries in the period 1910-1941, see Banking and Monetary Statistics, pp. 
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REPORTED GOLD RESERVES OF CENTRAL BANKS AND GOVERNMENTS 


{In millions of dollars} 
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® Preliminary. 

! Includes gold in Exchange Stabilization Fund. Gold in active portion of this Fund is 
not included in regular statistics on gold stock (Treasury gold) used in the Federal Reserve 
statement “Member Bank Reserves, Reserve Bank Credit, and Related Items"’ and in the 
Treasury statement “United States Money, Outstanding and in Circulation, by Kinds.” 

2 Estimated dollar values derived by converting gold at home in amounts up to 1,224.4 
million pesos at the rate of 3.0365 pesos per U. S. dollar and all other gold at the rate of 
3.5447 pesos per U. S. dollar. 

* Figures as reported by Foreign Exchange Control Board and Minister of Finance. 

‘ Beginning December 1948 figures taken from last weekly statement of month. 

* Beginning December 1947 includes gold holdings of issue and banking departments of 
Bank Melli Iran; prior to that represents holdings of issue department only. 

* Total gold holdings are not available. Beginning April 1946, the series is new and repre- 
sents gold held as reserve (25 per cent minimum) less gold in _: currency liabilities. 

? Figures are for following dates: 1946—Mar. 31, and 1947—Mar. 31. 

* For list of countries included, see BULLETIN for January 1950, p. 114, footnote 8. 

Note.—For description of figures, including details regarding special internal gold trans- 
fers affecting the reported data, see Banking and Monetary Statistics, pp. 524-535; for back 
figures through 1941 see Table 160, pp. 544-555, in the same publication and for those sub- 
sequent to 1941 see BULLETIN for February 1950, p. 252. For revised back figures for Argen- 
tina and Canada, see BULLETIN for January 1949, p. 86, and February 1949, p. 196, re- 
spectively, 





Government gold reserves not included in 
previous figures 





United 
King- 
dom 


End of month France Belgium 





1945—Dec.. . 12.476 
1946—Dec. t 


1947—Mar.. 
June 
Sept. 
Dec. 


1948— Mar. .. 
June 
Sept. .. 

1949— Mar... 
June... 
Sept..... 


1950—Mar..... 984 
June.... ,422 














1 Exchange Equalization Account holdings of 
gold, U. S. and Canadian dollars, as reported by 
British Government. (Gold reserves of Bank of 
England have remained unchanged at $1 million 
since 1939, when Bank's holdings were trans- 
ferred to Exchange Equilization Accounts). 

? France—Exchange Stabilization Fund; Bel- 
gium—Treasury. 

Note.—For details regarding special internal 
gold transfers affecting the British and French 
institutions, see p. 1084, footnote 1, and p. 1085, 
footnote 8. For available back figures, see 
Banking and Monetary Statistics, p. 526, and 
BULLETIN for November 1947, p. 1433, and Feb- 
ruary 1945, p. 190. 


FeperaL Reserve BULLETIN 





NET GOLD IMPORTS TO UNITED STATES, BY COUNTRIES 


[Net gold exports from United States (—). 


In millions of dollars] 


Gold valued at approximately $35 a fine ounce 
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NET GOLD IMPORTS TO UNITED STATES, 
BY COUNTRIES—Constinued 


In millions of dollars] 
Gold valued at approximately $35 a fine ounce 


{Net gold exports from United States (—). 
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ANALYSIS OF CHANGES IN GOLD STOCK OF 
UNITED STATES 
{In millions of dollars] 





Gold stock at 
period 


end of Increase 


in total 
gold 
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‘Includes net exports of 39.2 million dollars to Switzerland, 10.7 
million to Greece, 8.3 million to French Indo-China, and 5.3 million 
to other countries. 

? Includes net exports of 18.3 million dollars to Poland, 8.6 million 
to French Indo-China, 6.6 million to Portuguese Asia, and 4.1 million 
to other countries. 

‘Includes imports of 43.1 million dollars of Thailand gold from 
Japan and net exports of 3.0 million dollars to Poland and 3.0 million 
to other countries. 

Note.—For back figures see ene and Monetary Statistics, 
Table 158, pp. 539-541, and for description of statistics, see p. 524 
in the same publication. 
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» Preliminary. Revised. 1 See footnote 1 on opposite a 

2 Yearly figures through 1948 are estimates of Uni ited States 
For explanation of monthly figures see.p. 1081, footnote 4. 

7c includes transfer of 687.5 million dollars gold subscrip- 
tion to International Monetary Fund. 

4 Not yet available. 

5 Gold held under earmark at the Federal] Reserve Banks for foreign 
account, including gold held for the account of international inst 
tions, amounted to 4,709.0 million dollars on July +" 1950. Gold 

incl of the United States. 
. tistics, see Banking 
and Monetary Statistics, Table 156, pp. 536-538, and pp. 522-523. 





INTERNATIONAL MONETARY FUND AND INTERNATIONAL BANK 
FOR RECONSTRUCTION AND DEVELOPMENT 


[Millions of dollars} 











International Fund International Bank 





Gold ’ 
Currencies (balances with depositories Currencies (balances with depositories 
and securities payable on demand): and securities payable on demand): 
United tes ; , 6 al United States 
Other : ; Other 
Investment securities (U. S. Govt. obli- 





1 1 tions) 
Member subscriptions e . d Calls on subscriptions to capital stock‘. . 
Accumulated net income Loans (incl. undisbursed portions and 
—_ obligations sold under Bank's 





Bone outstanding 


u hased # 
Net currency perc Liability on obligations sold under guar- 


(Cumulative—millions of dollars) 





Loans—undisbursed 
Other liabilities 





Australian pounds 
Belgian francs 
Brazilian cruzeiros 

















Costa Rican colones 
Czechoslovakian koruny. . 
Danish kroner 

Egyptian pounds 
Ethiopian dollars 

French francs 


1 Includes 16 million dollars receivable for currency adjustments 

resulting from the devaluations in September 1949. 
2 Less than ,000. 

+ As of June 30, 1950, the Fund had sold 759.8 million U.S. dollars; 
in addition, the Fund sold to the Netherlands 1.5 million pounds 
sterling in May 1947 and 300 million — francs in May 1948, and 
_ to Norway — ae —— iene | in June and July 1948, 

epurchases amounted to million dollars. 
Nicaraguan cordobus hn e , « Excludes uncalled portions of capital subscriptions, amounting to 
“"O6 i 6,679 million dollars as of Mar. 31, 1950, of which 2,540 million repre- 
South b African pounds . . ; sents the subscription of the United States. 


Pounds sterling 
Yugoslav dinars 
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CENTRAL BANKS 





Assets of banking 4 
department Liabilities of banking department 


Bank of England 


(Figures in millions of Dis- : i Other 

pounds sterling) counts liabili- 
and ad- 
vances 














1941—Dec. 
1942—Dec. 
1943—Dec. d 


= 00m Sain in 2 00 
MWAH CCH 
ENT CNY Ser ee] 
mm Un Ge Gn Ge he 00 
me me ooo 


1949—July 
Aug. 
Sept. 
Oct 


Nov. 
Dec. 


1950—Jan, 
Feb. 

Mar. 

Apr. 


mOmNnw 


507 
529. 
554 
549. 


CSeCSS Seoeoo SoooSooS 
PROWON BHWORwY URHARe UE 
MwONRY NOUNAO URouUnwao 


COURS TOWRRO 
WORRY ABYYRO 
CONWRY CerNOe 
COSHON ACoHOW YBAWUNRwWO? 
UNBUNOUN NUWONOS 


Rowe w 


1,293. 292. 














>A PEPERK KKOKKKKWHD 


June 28 


























'On June 9, 1945, the official buying price of the Bank of England for gold was increased from 168 shillings to 172 shillings and three pence 
= fine ounce, and on Sept. 19, 1949, it was raised to 248 shillings. For details regarding previous changes in the buying price of gold and for 
ernal gold transfers during 1939, see BULLETIN for March 1950, p. 388, footnotes 1 and 4 
? Securities and silver coin held as cover for fiduciary issue, the amount of which is also shown by this figure. 


3 Notes issued less amounts held in banking department. . 
‘ Fiduciary issue decreased by 50 million pounds on Jan. 11 and increased by 50 million on June 28, 1950. For details on previous changes 


see BULLETIN for February 1950, p. 254; April 1949, p. 450; and February 1948, p. 254. 
we back figures see Banking and Monetary Statistics, Table 164, pp. 638-640; for description of statistics, see pp. 560-561 in same 
publication. 
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CENTRAL BANKS—Constinued 





Assets 





Dominion and provin- 
Bank of Canada cial government 


(Figures in millions of 
anadian dollars) 
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1949—July 
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Sept. 
Oct. 
Nov. 
Dec. 

1950—Jan. 
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Bank of France 


(Figures in 
millions of francs) 


Domestic bills 








Special 





1938—Dec. 29... 110,935 


7,543 
18,592 
5,548 
76,254 ° 447 oe . ’ 
» St... ° 64 |117,826 920 , 831 ee ---| 82,479 
1948—Dec. 30... 238,576 987 ,621 171,783 


a Kou ° 296 ,228 1,134,440 157,714 


_ . 306 , 397 
-|§62,274 335,727 


.-|862,274 335 ,845 
162,274 

++ +/*62,274 
-+-|862,274 
..-|862,274 , 

June 29.../§62,274 128,939 | 18,507 


“eee 2 -e 


1,256,758 133,526 
1,271,387 120,858 
1,321,855 
1,332,148 
1,324,533 
1,382,479 126 ,978 


SSSSS8 S888 
SSSS88 $2282 












































! Securities maturing in two years or less. 

* Includes notes held by the chartered banks, which constitute an important of their reserves. 

* Beginning November 1944, includes a certain amount of sterling and United States dollars. ; 

Jul ‘oa 637-078) gold transferred to Foreign Exchange Control Board in return for short-term Government securities (see BULLETIN for 
uly » PP. . 

5 For explanation of these items, see BULLETIN for January 1950, p. 117, footnote 6. 

* Beginning January 1950, when the Bank of France modified the form of presentation of its statement, the figures under this heading are 
not strictly comparable with those shown for earlier dates. 

7 Includes the following amounts (in millions of francs) for account of the Central Administration of the Reichskreditkassen: 1940, 41,400; 
1941, 64,580; 1942, 16,857; 1943, 10,724. 

§ Includes 9,293 million francs of gold earmarked as collateral against a loan. For details on devaluations and other changes in the gold 
holdings of the Bank of France, see BULLETIN for June 1949, p. 747; May 1948, p. 601; May 1940, pp. 406-407; January 1939, p. 29; September 
1937, p. 853; and November 1936, pp. 878-880. 

* Includes advance to Stabilization Fund, amounting to 43.0 billion francs on June 29. 


Note.—For back figures on Bank of Canada and Bank of France, see Banking and Monetary Statistics, Tables 166 and 165, pp. 644-645 
and pp. 641-643, respectively; for description of statistics, see pp. 562-564 in same publication. For last available report from the Reichsbank 
(February 1945), see BULLETIN for December 1946, p. 1424. 
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CENTRAL BANKS—Constinued 





Central Bank 
(Figures as of last report 
date of month) 


1950 


1949 





May 


Central Bank 
(Figures as of last report 
date of month) 








Central Bank of the Argentine 
blic (millions of pesos): 
reported separately 
Other gold and foreign exchange 


Rediscounts and loans to banks. . 
Other assets 


Deposits—N: 

Other sight obligations. 

Other liabilities and capital, 
wealth Bank of 


Gold and fi exchange 
Checks and bills of other banks. . 
Securities (incl. Government and 


Other 
Other liabilities and capital 
Austrian National Bank (millions 
of schillings) : 
Gold 


Loans and discounts. ... ME 
Claim against Government. 


(millions of francs): 
Gold 


Foreign claims and balances (net) 
Loans and discounts. 

Consolidated Government debt. 
Government securities. . . . 


Note circulation. . . 


Other liabilities and capital aaa 
Central Bank of Bolivia—Mone- 
dept. (millions of bolivianos) : 
id at home and abroad. 
Foreign exchange............. 
Loans and discounts 
Government securities 


Deposits. . 
Other liabilities and ‘capital . 
Central Bank of Chile (millions 


exchange (net) 
Net claim on Intl. Fund! 
Discounts for member banks. .. . 
Loans to Government ue 
Other loans and discounts 


Note circulation. . . 
Deposits—Bank... 


he: ane 

Other liabilities and capital 2 

Bank of the Republic of Colombia 
(thousands of pesos): 

Gold and foreign exchange 

Net claim on Intl. Fund ! 

Paid-in capital—Intl. Bank 

Loans i 


Government loans and securities. 
Other assets. 
Note - crm » 








5 


221 


2 
1 
5 
1 


49 





339, 
88, 
230 ,063 


466 ,220) 
30,235 
631 


i, 


215, 


513 , 820) 
671 


879 
779 


34 

1 
679 
688 


734 
.569 
»727 
,178 


254 
781 


988 


,620 





Central Bank of Costa Rica? 
colones) : 





National 
Oe change 
Loans discou 


and 


Deposits 
Other liabilities and capital 
[National Bank of Denmark 
"Gold... of kroner): 


Net 
Paid-in Am al intl. B 
Loans and discounts 


Demand deposits 
Other liabilities and capital 
of Ecuador 


5 
Central Bank 


(thousands of sucres): 
Gold 
nes 


Other 


Other liabilities and capital 
National Bank of Egypt (thou- 
— a pounds): 


Note circulation 
Deposits—Government 


Other liabilities and ca 
Central Reserve Bank of or els 
= eae of colones): 


n exchange (net) 
im on Intl. Fund * 


Salva- 


Net 








i 


Government debt and securities. . 

















1 This figure represents the amount of the bank's subscription to the Fund less the bank’ s local currency liability to the Fund. Until such time 
as the Fund engages in operations in this currency, the “net claim" will equal the country’s gold contribution. 
?The Central Bank of Costa Rica began operations on Feb. 1, 1950. Figures shown prior to this date refer to the Issue Department of the 


National Bank. 
* Latest month available. 


Note.—For details relating to individual items in certain bank statements, see BULLETIN for January 1950, p. 118. 
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Central Bank 
(Figures as of last report Central 
: date of month) ‘ tae 4 a a 











State Bank of Ethiopia—Issue Central ~~ of Ireland (thousands 
dept. (thousands of dollars): <7 


Gold 
i , 47 ,380 
Foreign exchange . 50,026 
Treasury bills : 
Other assets 4 
Circulation—Notes 9 nge 2 ‘ 
65 
Other liabilities and capital... .. 5 163 Loans i 180 
Bank of Finland (millions of mark- iti 200 
kaa): s 536 
Gold , . Bank of Italy notes 968 
Foreign assets (net) 2 ¢ a 1 Allied military notes s 6 
Clearings (net) 339, ed ~~ way 174 
Loans and discounts A > ; “ d 132 


Securities 1,088 a | a 5: 271 
Other assets ‘ ‘ Other liabilities and ca Lea's 48 


Note circulation ° ; Bank of Japan (millions 
Deposits , , ‘ Cash and bullion. 
Other liabilities and capital 

Bank of German States ' 

(millions of German marks): 

Foreign exchange 

Loans and discounts 

Loans to Government 

Other assets 

Note reer en 

Deposits—Government 1 . 
Banks : : The Ja 

her 





Ot 
Other liabilities and capital. ‘ 
Bank A Greece (billions of drach- 
ma 
Cold and foreign exchange one. 
Loans and discounts. : 
Adv ances—Government . song = 
° ‘ f her liabilities and capital‘. . . 
Other assets. 883 Bank, of Mexico (millions of pesos): 
Note circulation. . . ° R e Monetary 
Deposits—Government 93, 
Reconstruction 
relief accts. 
Other 
Other liabilities and capital 
Bank of Guatemala (thousands of 
quetzales): Other Habilities _ capital... . 
Gold . * Netherlands Bank (millions of 
Foreign exchange. . 8,86 . y ‘| guilders): 
Gold contribution to Int'l. Fund. 
Rediscounts and advances 
Other assets. . 
Circulation—Notes 


Other liabilities and capital. .... 
National Bank of Hungary (mil- 
lions of forint): 
Gold 
Foreign exchange 
Discounts 
Loans—Treasury 





Other assets 
Note circulation 67 Sterling exchange reserve 
Demand deposits—Government . 1) Advances to State or State un- 








Other liabilities and capital. . 
Reserve Bank of India (millions of | 
rupees) : | 
or 1e department: { = 
old at home and abroad eel 400 | Other liabil: = and capital 
Sterling securities ape 5 ‘ 6,503) 6,953 Paes ereay Om illions of kroner) : 
Indian Govt. securities. ...... ‘ 4,603) 4,137 
Rupee coin pei, 5 557) 472 
Note circulation 817) 11,846) 11,545 
Banking department: | 
Notes of issue department... . 218 418 
Balances abroad ,937| 1,983) 1,328 
Bills discounted p 25) 
Loans to Government 105 
Other assets Pe SPF ie 1,178 
i omg ; / 7 2.756 























' This statement represents combined figures for the Bank of the German States and the eleven Land Central Banks. 
? Latest month available. 
+ Gold revalued on Jan. 18, 1950, from .334987 to .233861 grams of fine gold per guilder. 
= ‘ Pending negotiations with the Netherlands and the ECA, counterpart funds are included in “Other liabilities and capital,”’ beginning February 


* Includes gold, silver, and foreign exchange for required reserve (25 per cent) against notes and other demand liabilities. 
* Gold revalued on Sept. 19, 1949, from "334987 to to 233861 grams of fine gold per guilder. 
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CENTRAL BANKS—Continued 





Central Bank 1950 soe Central Bank 
(Figures as of last report (Figures as of last report 
date of month) Bay Aor. June date of month) 

















State Bank of Pakistan (millions of 


— 
ssue department: 
Gold at home and abroad... 


Sterling securities 1 
Pakistan Govt. securities....|..... Other liabilities and capital 


Govt. of India securities... . ; nw oeile § aan ~ 9peee (millions of kronor): 


Rupee coi 

Notes in circulation 

Banking department: 
Notes of issue department...|. . 
Balances abroad 
Bills discounted 
Loans to Government 


Deposits BOREe RE |: Other liabilities and capital 
Other liabilities and capital. . 94||\Swiss Natio tional Bank (millions of 


Bank of Paraguay— Monetary dept. 


(thousands of guaranies): 
Gold 296 


nm exchange (net) 89 


Net c <b on Int'l. Fund! 


her 68 
Paid-in capital—lInt’l. Bank s i i , 28: : 4,267 
Loans and discounts. . 08 4 3, ‘ Other sight liabilities : : 2,033 


Government loans and securities. a : : : Other liabilities and capital 396 
tral Bank of the Repu 
(thousands of pounds): 


Demand deposits 431,709) 448,152 


Other liabilities and capital 
Central Reserve Bank of Peru -~- Bw ‘ 112,631] 118,893 
(thousands of soles): 868 , 833 " 

Gold and foreign excha 

Net claim on Int'l. Fund?....... 
Contribution to Int'l. Bank 
Leans and discounts to banks. . . 
Leans to Government 





185 ,247 
811 682 Bank of the Rovesbiie of 

posits r= of pesos): 
Other liabilities and Segal Gold 244,276 


Central Bank of the Philippines i , 723 3 12,214 
emeae of pesos): Paid-in capital—Int'l. Bank 313 


Advances to State and govern- 
152,557 146 ,998 


Fore n exchange : J : ment bodies E 
po .. im on Int'l. Fund! § oa ‘ : 266,227 253 ,881 
279,959 J 247,475 
115. 502 3 290 ,475 . 279 ,807 
146 ,387 - seek me = 95 ,889 q 74,956 
Note circulation 531, ; 537 ,948 ° _ _ Other 284 ,469 285 ,095 
Demand aoume—v. S S. dollars* 4 Other liabilities and capital 3197851333 .918| 265,300 
12 : E mtral Bank of Venezuela (mil- 

Other liabilities and p— ee of “ 111,481 r lions of bolivares): 
nk of P Gold 


(millions of 1,04 1,041 889 
5 


64 278 
59 43 
780 768 
1 1 


172 
211 


3,144 
Foreign exchange (net) . Note circulation—Central a. 
Loans and discounts National - 


Advances to Government 


66 
758 
1 
152 
251 


3 Other Tlabiities and capital. .... 
Note circulation 66! Bank for International Settle- 
Demand <epartio—Government.. x ments (thousands of Swiss gold 
oe francs): 
P ° 3,92: 305 ,018/283 , 584 
Other liabilities and —~ SF 345 P 920) Cash on hand and with banks... ‘ 47 ,975| 27,728 
South African Reserve Bank Sight funds at interest ‘ 2,930} 2,934 
(thousands of pounds): Rediscountable bills and accept- 
‘ P P 36,593 ances (at cost) . 181 ,286}139 ,340 
Foreign bills Ren ‘ 84,425 986 Time funds at interest ; 37,549] 33,156 
Other bills and loans : 9,112] 74,632 Sundry bills and investments... . ; 223 ,788}250 ,982 
Other assets ‘ 36,566} 14,280) Funds invested in Germany 3 297,201 
Note circulation A 67,077| 66,090) Other assets ‘ 1,500 
i 103,591} 52,559 Demand deposits (gold) ° 150,231 
Other liabilities and capital 20,658 7,841 Short-term deposits: 
aay ¢ Spain (millions of pesetas): Central banks—Own account. . ,253)437 ,195 
668 934 Other ) 22,065 
ilv 487 497 Long-term deposits: Special é 228 ,909); 
Government loans and securities.| 15, 15,737] 15,143] 15,954 Other liabilities and capital 58 ,835|258 ,847/258 ,250) 254, ‘157 


Other loans and discounts ” 10,218] 10,741 8,206 



































1 This figure represents the amount of the bank's subscription to the Fund less the bank's local currency liability to the Fund. Until such time 
as the Fund engages in operations in this currency, the “net claim” will equal the country’s gold contribution. 

2 In November 1949, part of the gold and foreign exchange holdings of the bank were revalu 

* Account of National Treasury. 

4On Dec. 31, 1949, gold revalued from 172 to 248 shillings per fine ounce. 

5 Includes small amount of non-Government bonds. 

Note.—For details relating to individual items in certain bank statements, see BULLETIN for January 1950, p. 120. 
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MONEY RATES IN FOREIGN COUNTRIES 
DISCOUNT RATES OF CENTRAL BANKS 


[Per cent per annum] 





Central bank of— 





Date 


effective A Ger- Bel- — 
sium! jands 








————— 


Dec. 31, Mar. 21, 1940 
tneiect Mar. 1. 1936 
Aug. 3, 1945 
Oct. 6, 1949 
Feb. 4, 1948 


Feb. 8, 

Dec. 16, 1936 
July 18, 1933 
Feb. 1, 1950 
Oct. 28, 1945 


July 4, 1950 6 Nov. 
Set. 

. Spain Mar. 
July 1, 1949 Feb. 


1% | Nov. 26, 

q 4 July 1, 1938 
Sa eee + its Wisse dom 2 | Oct. 26, 1939 

on 4 a - Nov. 28, 1935 R 5 a July 1, 1936 

May 


1 
wd 6 = BESTE: Teas 1 The lower rate applies to the Bank Deutscher Laender, and the higher 
June 8, 1950. rate applies to the Land Central banks. 

Ineffect June 30, Note.—Changes since June 30: Denmark—July 4, up from 34% to 4% 
950 per cent. 















































OPEN-MARKET RATES 


[Per cent per annum] 





Canada United Kingdom Netherlands 





Month 


Treasury Bankers’ Treasury | Day-to- : Day-to- 
bills acceptances bills da 
3 months 3 months 3 months 





1942—May... cay 54 1.03 
1943—May..°....... .50 1.03 
1944— May ad .39 1.03 
1945— May 37 
1946— May .39 
1947—May 
1948— May 
1949— May 


1 


bani 


hhh dddddds 
RR CE 
SSSSS SESESS 


} 
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j 
> > 


1949—June 
July 
PSR 


CO RRR 


SSSR Beaeee2 



































» Preliminary. 
Note.—For monthly figures on money rates in these and other foreign countries through 1941, see Banking and Monetary Statistics, Table 172, 
Pp. 656-661, and for description of statistics see pp. 571-572 in same publication. 
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United Kingdom ' Liabilities 





Deposits 
Bills dis- 
counted 
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Liabilities 





: . Deposits payable in Canada 
(10 chartered banks. Entirely in Canada loans excluding interbank deposits 








Cash Security Other 
loans 
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(4 large banks. End i Other 
of month figures in Due from liabilities 
banks 


millions of francs) Total and 
oO capita 
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1,216 112,843 
1,521 128,734 
4,783 215,615 
17.445 291,945 s 
219,386 27,409 341,547 338 ,090 
354,245 34,030 $52,221 545 ,538 


346,974 137 ,906 44,346 551,958 544,870 
363 , 168 134,226 41,466 555,184 
407 ,822 124,098 43,852 595 .063 
395,351 128 ,804 45,310 580 010 
402,754 128 ,343 43,074 588 ,687 
451,597 120,353 42,724 626,211 
400 ,043 134,779 46 .063 ’ 589 ,900 
426 ,690 129,501 29,843 627 ,266 619 , 204 


1950—January ; 423 ,329 138,276 33 ,866 630,113 622,110 
. 5.5 424 ,838 137,143 36,056 632 ,035 
March 7 ° 415,585 134,771 39,298 619,146 
April 44,808 452 ,864 126,752 40 ,506 652,570 
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1 From September 1939 through November 1946, this table represents aggregates of figures reported by individual! banks for days, varying from 
bank to bank, toward the end of the month. After November 1946, figures for all banks are compiled on the third Wednesday of each month, 
except in June and December, when the statements give end-of-month data. 

2 Represent six-month loans to the Treasury at 1% per cent through Oct. 20, 1945, and at % per cent thereafter. 

* Less than $500,000. 

Note.—For back figures and figures on German commercial banks, see Banking and Monetary Statistics, Tables 168-171, pp. 648-655, and 
for description of statistics see pp. 566-571 in same publication. 
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FOREIGN EXCHANGE RATES 
[Averages of certified noon buying rates in New York for cable transfers. In cents per unit of foreign currency) 
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peso) (pound) 
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- - An additional rate for “Bank notes” account was certified from Mar. 22 through Nov. 10, 1949, The average for this period was 2.1407 
4. >. cents. 

? Based on quotations beginning July 13. 

* Excludes Pakistan, beginning April 1948. 

* Based on quotations beginning June 22. 

Note.—For back res, see a and Monetary Statistics, Ly « 173, 662-682. 4 description of statistics, see pp. 572-573 in same 
publication, and for further information concerning rates and averages for ats years, see BULLETIN for January 1950, p. 123; October 1949, 
p. 1291; January 1949, p. 101; July 1947, p. 933; and February 1944, p. 209. 
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PRICE MOVEMENTS IN PRINCIPAL COUNTRIES 
WHOLESALE PRICES—ALL COMMODITIES 


{Index numbers] 





Nether- 
United | France ly i 36 |, lands 
— (July 1938- 


100) ) | 100) une 1939) 100) [AU 


Switzer- 





1135 


1104 
1100 
104 
133 


£3 
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_- ss 
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® Preliminary. 
1 Base 


to August 1939 =100, Figures for 1926, 1937, and 1938 are calculated from old index (July 1914 =100). 
2 Approximate figure, derived from old index (1913 =100). 


Sources.—See BULLETIN for January 1950, p. 124; June 1949, p. 754; June 1948, p. 746; July 1947, p. 934; January 1941, p. 84; April 1937, 
p. 372; March 1937, p. 276; and ober 1935, p. 678. 


WHOLESALE PRICES—GROUPS OF COMMODITIES 
{Indexes for groups included in total index above] 





United States Canada United Kingdom Netherlands 
(1926 = 100) (1926 = 100) (1930 = 100) (July 1938-June 1939 =100) 





Year or month Raw and |Fully and ~~ 
partly chiefly Indus- Indus- trial 

manu- manu- trial trial raw finished 

—— — products products products 





1950—January 
February. . 






































Sources.—See BULLETIN for July 1947, p. 934; May 1942, p. 451; March 1935, p. 180; and March 1931, p. 159. 
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PRICE MOVEMENTS IN PRINCIPAL COUNTRIES—Costinued 
RETAIL FOOD PRICES COST OF LIVING 

























[Index numbers] [Index numbers) 
Unitea| |switz- United! \owtes- 
United | Can- | King- Nether-| er- United | Can- | King- France Nether-| er- 
Year or tes ada dom (1938 lands | land Year or States ada dom (1938 lands 
month (1935-39](1935-39] (June = 100) (1938-39) (Aug. month (1935-39) (1 vas =100) (1938-39) (Aug 
= 100) =100) |17, 1947 =100) |1939 = = 100) =100) |17, 1947 =100) |1939 = 
= 100) 100)! = 100) 
eee ae ee ee ee ee OE ee  —/e ats 
eececescces Me 0 OP Fa. ee seahcn aa ceveeeed he Mp 
coovgeovcoeh|6ME kl CURR: 2. Re 8 Be. Eien. Bo ee bie edsscaas 224 
Paes ee Sas! Ue UL he eee |e 8 CSR RR: 285 |........ 
cecuascesooh | GO OL. Ge a ee OE Bias cael ee ee hnadiens 203 393 |..... 
Susiide tebe 645 Wias ede « 204 645 
GOO wpusceeve ns 194 160 2101 1,043 211 170 11947.......... 159 136 2101 1,030 
ee 210 196 108 1,662 228 176 |1948......... 171 155 108 1,632 
OOP. 5.608 neune 202 203 114 1,814 249 174 [1949.......... 169 161 111 1,818 
a beam ox 204 203 115 1,715 260 174 ch — 170 161 111 1,726 
meses: 202 207 116 1,704 251 174 uly.... 169 162 111 1,715 
August.. 203 209 116 1,744 246 174 August. 169 163 111 1,753 
September 204 207 117 1,835 244 175 September “170 162 112 1,827 
October. . 201 205 119 1,901 244 175 ober. . 169 162 112 1,885 217 162 
November. 201 203 119 1,930 251 174 November 169 162 112 1,912 221 161 
December. 197 202 120 1,937 257 173 December 168 162 113 1,920 226 |, 161 
1950-January... 196 199 120 1,921 262 171 |1950—-January... 167 161 113 1,910 230 159 
February. . 195 201 121 1,929 270 170 February. . 167 162 113 1,920 234 159 
March.... 196 204 121 1,920 274 172 March. ... 167 164 113 1,906 237 158 
April. .... 197 205 122 1,942 273 172 April..... 167 164 114 1,922 237 158 
Se 200 205 125 1,925 276 174 May...... 169 164 114 1,906 237 158 
June...... 205 SD: Aivea er ek oe Serer 175 , ee 170 Dn, Ni putas 71,845 7240 158 





















































» Preliminary. 
! New index beginning March 1950. Figures shown prior to that month are calculated from old index (June 1914=100). For a detailed 
description of the new index, which embodies a different composition, method of calculation, and system of weights, see La Vie Economique, Jan- 
uary 1950, pp. 2-10, and appendix. 

? This average is based on figures for the new index, beginning June. The averages for the old index, based on figures for January-June 17, 
are 166 for retail food prices and 203 for cost of living. 


Sources. —See BULLETIN for January 1950, p. 125; July 1947, p. 935; May 1942, p. 451; October 1939, p. 943; and April 1937, p. 373. 









SECURITY PRICES 
[Index numbers except as otherwise specified] 












































































Bonds Common stocks 
Year or month United United 
States! Kingdom France Nether- States Canada ‘ United France § Nether- 
(high (1935-39 (Decembe: (1938 = lands? (1935-39 (1935-39 | Kingdom | (December lands 
A... = 100) 1921 =100) 100) = 100) = 100) (1926 =100)| 1938 =100) | (1938 = 100) 
Number of issues. . . 278 
Roe vcepeueeienee | ® 3 4 ses 4 2 3 abo cedewalh axsaevee 
ou nak permed a 3 6 8 .6 pats 9 5 5 Ey: aN 
-0sscseeheneen 9 0 5 5 Sethe 8 8 .6 is hie weheknels sescene 
Ss Pre 1 2 . 1 ae 5 6 4 Re: errr 
pe: ep 3 2 | .6 109.0 139.9 A .2 jane 
BSP LE - 5 8 0 105.6 123.0 .0 .6 1,149 202.2 
neadan espana .7 0 oo) .0 107.1 124.4 5 .0 1,262 211.2 
9 .6 5 4 106.8 121.4 4 .6 1,129 195.3 
1949—July......... 102.0 106.6 1 3 107.3 117.8 2 .0 1,122 196.3 
August...... 103.0 107.9 6 4 107.3 121.8 2 0 1,168 204.3 
September. .. 103.1 108.9 7 3 106.9 123.8 .6 .6 1,148 209.6 
October...... 102.8 112.2 .7 » | 108.0 127.3 3 2 1,110 207.5 
November. . . 103.2 112.1 9 3 108.7 129.1 an 5 1,042 203 6 
December... . 103.7 110.7 | 9 109.4 132.7 9 8 1,085 204.6 
1950—January..... 104.0 111.0 119.8 109.5 110.1 135.1 119.0 87.7 1,107 204.2 
February. ... 104.0 110.7 119.9 110.9 110.4 136.7 118.3 87.9 1,036 202.5 
March... ... 104.1 110.9 119.4 111.5 109.0 138.8 118.7 88.4 1,045 197.0 
Tl See (7) 110.3 119.9 112.3 108 .7 141.8 125.9 89.1 1,024 191.0 
SE re 110.9 119.8 111.7 108.3 146.9 128.7 89.6 1,019 189.6 
PUFF Ar ae A 121.6 4 108 .0 147.7 130.9 90.9 71,056 190.8 










































® Preliminary. 
_ 1 New series beginning 1947, derived from average yields of 12 bonds on basis of a 234 per cent 30-year bond. Annual average for the old 
series for 1947 (121.5) and figures for years prior to 1947 are derived from average of 5 median yields in-a list of 15 issues on basis of a 4 per 
cent 20-year bond. Source.—Standard and care Corporation; for compilations of back figures on prices of both bonds and common stocks 
in the United States, see Banking and Monetary Statistics, Table 130, p. 475, and Table 133, p. 479. : 

2 This index is based on one 15-year 3 per cent theoretical bond. Yearly figures are averages of monthly quotations on the capitalized yield 
as calculated on the 15th of every month. 

* This index represents the reciprocals of average yields for 14 issues, including government, provincial, municipal, mortgage, and industrial 
bonds. The average yield in the base period (January-March 1937) was 3.39 per cent. 

‘ This index is based on 95 common stocks through 1944; on 100 stocks, 1945-1948; and on 106 stocks beginning 1949. 

_*In September 1946 this index was revised to include 185 metropolitan issues, 90 issues of colonial France, and 20 issues of French com- 
panies abroad. See “Bulletin de la Statistique Générale,"’ September-November 1946, p. 424. 

* This index is based on 27 Netherlands industrial shares and represents an unweighted monthly average of daily quotations. The figures 
are not comparable with data for previous years shown in earlier BULLETINS. 

7 Series discontinued beginning Apr. 1, 1950. 

Sources.—See BULLETIN for June 1948, p. 747; March 1947, p. 349; November 1937, p. 1172; July 1937, p. 698; April 1937, p. 373; June 
1935, p. 394; and February 1932, p. 121. 
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CHAIRMEN, DEPUTY CHAIRMEN, AND SENIOR OFFICERS OF FEDERAL RESERVE BANKS 








Federal Reserve 
Bank of 





Chairman ! 


Deputy Chairman 


President 
First Vice President 


Vice Presidents 












New York.... 







Philadelphia... . 






Cleveland 








Richmond...... 


Atlanta 





Chicago 








St. Louis 









Minneapolis. . . 






Kansas City. ... 







Dalles... i4,82 







San Francisco... 
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Robert T. Stevens 
William I. Myers 
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Frank H. Neel 


Rufus C. Harris 
F. J. Lundin 
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VICE PRESIDENTS IN CHARGE OF BRANCHES OF FEDERAL RESERVE BANKS 
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ia Branch Chief Officer _ || Federal Reserve Branch Chief Officer 
New York....... Buffalo I. B. Smith ¢ Minneapolis... .| Helena C. W. Groth 
Cleveland....... Cincinnati W. D. Fulton , . 
Pittsburgh J. W. Kossin Kansas City. ...| Denver : G. H. Pipkin 
Richmond.. .... Baltimore W. R. Milford ee Cy . é . —. 
Charlotte R. L. Cherry iis 
Athen, 6c nine Birmingham P. L. T. Beavers 
Jacksonville T. A. Lat ord Dallas......... —. S 3 Relloocty 
Nashville oel B. Fort, Jr . “a 
New Orleans i P. Paris Sen Antonio W. E. Eagle 
Chiles... Viva Detroit H. J. Chalfont San Francisco...| Los Angeles W. F. Volberg 
Se. Lomi. isas Little Rock C. M. Stewart Portland S. A. MacEachron 
Louisville C. A. Schacht Salt Lake City W. L. Partner 
Memphis Paul E. Schroeder Seattle J. M. Leisner 
1 Also Federal Reserve Agent. * Cashier. * Also Cashier. * General Manager. 




















FEDERAL RESERVE PUBLICATIONS ! 








The material listed below may be obtained from 
the Division of Administrative Services, Board of 
Governors of the Federal Reserve System, Wash- 
ington 25, D. C. Remittance should be made 
payable to the order of the Board of Governors 
of the Federal Reserve System. 


Feperat Reserve Bucvetin. Issued monthly. Sub- 
scription price in the United States and its pos- 
sessions, Bolivia, Canada, Chile, Colombia, Costa 
Rica, Cuba, Dominican Republic, Ecuador, 
Guatemala, Haiti, Republic of Honduras, Mexico, 
Newfoundland (including Labrador), Nicaragua, 
Panama, Paraguay, Peru, El Salvador, Uruguay, 
and Venezuela is $2.00 per annum or 20 cents 
per copy; elsewhere $2.60 per annum or 25 cents 
per copy. Group subscriptions in the United 
States for 10 or more copies to one address, 15 
cents per copy per month, or $1.50 for 12 months. 


Feperat Reserve CHARTs ON BANK Crepit, Money 
Rates, AND Business. Issued monthly. $6.00 
per annum including historical supplement 
listed below, or 60 cents per copy. In quantities 
of 10 or more copies of a particular issue for 
single shipment, 50 cents each. (Domestic rates) 


HisroricAL SuppLEMENT TO FeEpERAL RESERVE 
Cuarts oN Bank Crepit, Money Rares, AND 
Business. 113 charts. March 1950 edition. 
Annual subscription to monthly chart book in- 
cludes supplement; single copies, 60 cents each. 
In quantities of 10 or more copies for single ship- 
ment, 50 cents each. (Domestic rates) 


Banxkino Stupies. Comprising 17 papers on bank- 
ing and monetary subjects by members of the 
Board’s staff. August 1941; reprinted March 
1949. 496 pages. Paper cover. $1.00 per copy; 
in quantities of 10 or more copies for single ship- 
ment, 75 cents each. 


Bankinc AND Monetary Sratistics. Statistics of 
banking, monetary, and other financial develop- 
ments. November 1943. 979 pages. $1.50 per 
copy. No charge for individual sections (un- 


bound). 


*A more complete list, including periodical releases and 
reprints, appeared on pp. 766-69 of the June 1950 BuLietin. 
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Monetary AND Bankinc Rerorm 1n Paracuay. 
Includes translation of laws, accompanying re- 
ports, and introduction reviewing the monetary 
history of Paraguay. July 1946. 170 pages. 
$1.00 per copy. 

Ruves oF ORGANIZATION AND RuLes oF ProcepurE 


(Board of Governors of the Federal Reserve Sys- 
tem). September 1946. 31 pages. 


Tue Feperar Reserve Act, as amended to Novem- 
ber 1, 1946, with an Appendix containing pro- 
visions of certain other statutes affecting the 
Federal Reserve System. 372 pages. 50 cents per 
paper-bound copy; $1.00 per cloth-bound copy. 

Postwar Economic Stupies. (8 pamphlets) 

No. 1. Jobs, Production, and Living Standards. 
No. 2. Agricultural Adjustment and Income. 
No. 3. Public Finance and Full Employment. 
No. 4. Prices, Wages, and Employment. 

No. 5. Private Capital Requirements. 


No. 6. Housing, Social Security, and Public 
Works. 
No. 7. International Monetary Policies. 


No. 8. Federal Reserve Policy. 


The price for the set of eight pamphlets is $1.25; 
25 cents per pamphlet, or, in quantities of 10 or 
more for single shipment, 15 cents per pamphlet. 


Tue Feperat Reserve SysteM—Its Purposes aNnD 
Functions. November 1947. 125 pages. 75 
cents per cloth-bound copy; in quantities of 10 
or more copies for single shipment, 50 cents each. 
Paper-bound copies available without charge. 


Desits AND CLEARINGS SraTistics, THEIR Back- 
GROUND AND INTERPRETATION. October 1947. 50 
pages. 25 cents per copy; in quantities of 10 or 
more copies for single shipment, 15 cents each. 


DisTriBuTION OF BANK Deposits sy Counties, as of 
December 31, 1947. July 1948. 122 pages. As 
of June 30, 1949. December 1949. 122 pages. 


REGULATIONS OF THE BoarD OF GOVERNORS OF THE 
Feperat Reserve System. Individual regulations 
with amendments. 
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REPRINTS 

(From Federal Reserve Bulletin unless preceded by an asterisk) 

* Tue Egurry Capita Situation, A personal 
statement by Thomas B. McCabe, Chairman of 
the Board of Governors of the Federal Reserve 
System, prepared at the request of a Subcommit- 
tee of the Committee on Banking and Currency 
of the United States Senate. Submitted August 
5, 1949. 7 pages. 


FrnanciAL Position anp Buyinc PLANs oF Con- 
suMERS, July 1949. October 1949. 10 pages. 


MEASUREMENTS OF Savincs, by Daniel H. Brill. 
November 1949. 8 pages. 


No- 


Norges ON ForeicN Currency ADJUSTMENTS. 
vember 1949. 14 pages. 


* RepLy oF THE CHAIRMAN OF THE Boarp oF Gov- 
ERNORS OF THE FEepERAL Reserve System (To the 
Questionnaire of the Joint Congressional Com- 
mittee on the Economic Report). November 
1949, 112 pages. 


* STATEMENT OF THomas B, McCase, CHAIRMAN OF 
THE BoarpD oF GOVERNORS OF THE FEDERAL Re- 
SERVE SysTEM, BEFORE THE SUBCOMMITTEE ON 
Monetary, CrepiT AND Fiscat Po.icigs OF THE 
Joint CoMMITTEE ON THE Economic Report. 
Presented December 3, 1949. 10 pages. 


A Srupy or InstaLMENT Crepit Terms, by Milton 
Moss. December 1949. 8 pages. 


French ExcHANGE STABILIZATION Funp, by Robert 
Solomon. January 1950. 5 pages. 


Feb- 


INSURANCE OF ComMMERCIAL BANK Deposits. 
ruary 1950. 5 pages. 


STATEMENT By THomas B. McCase, CHAIRMAN, 
Boarp oF GovERNORS 0F THE FEpERAL RESERVE 
System on S. 2822, a Birt “To AMEND THE FeEp- 
ERAL Deposit Insurance Act.” February 1950. 
5 pages. 


Starr Stupy ON ASSESSMENTS AND COVERAGE FOR 


Deposit Insurance. February 1950. 15 pages. 


FeperaL Receipts AND EXPENDITURES FOR FISCAL 


Year 1951. February 1950. 10 pages. 


* THe CHALLENGE oF Opportunity Versus Sgcu- 
rity. Address by Thomas B. McCabe, Chairman, 
Board of Governors of the Federal Reserve Sys- 
tem before a seminar group of Life Insurance 

Executives. Presented April 13, 1950. 7 pages. 
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1950 Survey or ConsuMER FiInaNcEs— 
Preliminary summary. April 1950. 


2 pages. 
Part I. GenerAL FInanciAL PosiTion AND Eco- 


NoMiIc OuTLook oF Consumers. June 1950, 12 


pages. Parr II. Purcnases or Houses anp 
Durasie Goons 1n 1949 and Buyine PLans For 
1950. July 1950. 15 pages. Parr III. Dusrri- 
BUTION OF CONSUMER INCOME IN 1949. August 
1950. 18 pages. MerHops oF THE SuRVEY OF 
ConsuMER Finances. July 1950. 15 pages. 
(Other articles on the 1950 Survey will ap- 
pear in subsequent issues of the BuLverTin. 
Also, similar survey for 1946 from June-Septem- 
ber 1946 Buttetins, 28 pages; for 1947 from 
June-August and October 1947 Buttetins, 48 
pages; for 1948 from June-September and No- 
vember 1948 Butxetins, 70 pages; for 1949 from 
June-November 1949 and January 1950 But- 
LETINS, 124 pages.) 

InpustRIAL DiFFERENCcES IN LarcE CorPoRATION 
Financinc 1x 1949, by Eleanor J. Stockwell. 
June 1950. 6 pages. (Also, similar survey by 
Charles H. Schmidt. June 1949. 8 pages.) 

Rerar. Crepir Survey—1949. From June 1950 
Buttetin with supplementary information for 
nine separate trades. 37 pages. (Also, Rerair 
Crepir Survey—1943, 1944, 1945, 1946, 1947, 
1948 from the June 1944, May 1945, June 1946, 
July 1947, July 1948, and June 1949 Butretins 
with supplementary information.) 

STATEMENT ON Proposep SMALL Business LectsLa- 
TION. Presented by Thomas B. McCabe, Chair- 
man, Board of Governors of the Federal Reserve 
System, before the Senate Committee on Bank- 
ing and Currency, June 27, 1950. July 1950. 8 
pages. 

BrancH BANKING IN THE UniTep States, 1939 and 
1949. July 1950. 16 pages. 

Estrmatep Liguip Asset Howpinecs oF INDIVIDUALS 
AND Businesses. August 1950. 2 pages. 

STATEMENT ON THE DeFreNseE Propuction AcT oF 
1950. Presented by the Board of Governors of 
the Federal Reserve System to the Committee 
on Banking and Currency of the Senate, and 
read by Governor R. M. Evans to the Committee 
on Banking and Currency of the House of Rep- 
resentatives, July 25, 1950. August 1950. 4 
pages. 

Derense Loan Poticy. An announcement adopted 
jointly by National and State Supervisors of banks 
and other lending institutions. August 4, 1950. 

August 1950. 1 page. 
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